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Business  Opportunities: 

Success  Stories  from  Across  the  Country 


The  Business  Opportunities  Casebook 
presents  a  number  of  techniques  that  can  be 
used  to  support  and  expand  existing  businesses 
and  attract  new  business.  The  casebook  is  in¬ 
tended  to  be  used  in  conjunction  with  the  Busi¬ 
ness  Opportunities  Workbook,  though  it  can  be 
used  with  limited  success  on  its  own.  The  text 
examines  tools  that  have  been  used  to  support 
business  and  encourage  the  development  of  new 
business  in  all  sectors  of  the  economy. 

The  Economic  Renewal  process  focuses  on 
techniques  that  use  local  resources  more  effec¬ 
tively  to  strengthen  the  local  economy.  This  par¬ 
ticular  casebook  is  intended  to  help  your 
community  identify  potential  economic  renewal 
projects  which  take  advantage  of  the  unique 
resources  you  have  in  your  own  community.  The 
text  describes  successful  economic  renewal 
projects  that  might  work  in  your  community. 
These  programs  are  successful  because  they 


employ  one  or  more  of  the  following  characteris¬ 
tics.  They: 

1)  help  people  in  the  community  use  their  ex¬ 
isting  skills 

2)  help  people  develop  new  skills  which  will 
advance  employment  opportunities 

3)  provide  a  support  structure  for  growing 
businesses 

4)  remove  obstacles  to  business  success 

5)  expand  local  markets 

6)  take  advantage  of  the  community’s  in¬ 
frastructure 

7)  contribute  to  the  efficient  use  of  the 
community’s  natural  resources 
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8)  promote  new  business  and  encourage  the 
relocation  of  businesses  by  capitalizing  on  exist¬ 
ing  resources 

9)  stress  local  control  to  achieve  more  pre¬ 
dictable  results 

10)  can  be  afforded  without  overtaxing  the 
community’s  resources 


A  Different  Approach 

The  Economic  Renewal  Program’s  approach 
is  different  from  traditional  economic  develop¬ 
ment  programs.  More  conventional  efforts  tend 
to  focus  a  community’s  economic  development 
efforts  on  outside  resources.  The  Economic 
Renewal  Program  focuses  on  business  oppor¬ 
tunities  that  exist  because  of  resources  in  your 
community. 

Focusing  economic  development  efforts  on 
outside  resources  is  best  demonstrated  by  at¬ 
tempts  to  recruit  large  outside  businesses  to  lo¬ 
cate  in  a  community.  Recruiting  is  costly  and 
highly  competitive.  The  price  to  convince  a  firm 
to  choose  one  community  over  another  may 
simply  be  too  high  for  the  small  or  distressed 
community.  Additionally,  a  narrow  emphasis  on 
outside  recruiting  will  shortchange  development 
opportunities  closer  to  home. 

Based  primarily  on  local  resources,  the 
Economic  Renewal  approach  is  best 
demonstrated  by  now  popular  "Buy  Local" 
programs  and  business  incubators.  "Buy  Local" 
programs  support  the  purchase  of  local 
products,  often  produced  from  locally  control¬ 
led  companies.  Business  incubators  provide  a 
support  system  to  an  often  overlooked  com¬ 
munity  resource,  the  people  who  live  there  who 
are  attempting  to  start  a  new  business.  These 
programs  not  only  provide  support  to  local  busi¬ 
ness  endeavors  but  result  in  business  expansion 
and  often  the  creation  of  new  businesses. 

Economic  renewal  efforts  that  use  local 
resources  are  easier  to  develop  and  control  and 
yield  more  predictable  results  than  efforts  that 
concentrate  exclusively  on  the  outside. 


Using  the  Casebook 

The  four  principles  of  the  Economic  Renewal 
Program:  Plug  the  Leaks;  Support  Existing  Busi¬ 
ness;  Encourage  New  Local  Enterprise,  and 
Recruit  New  Business  are  demonstrated  by 
reviewing  success  stories  from  across  the 
country.  For  each  principle,  you  will  find  a  num¬ 
ber  of  representative  types  of  projects  to  con¬ 
sider.  The  list  is  by  no  means  complete.  It  is 
hoped  that  these  case  studies  will  help  you  ex¬ 
plore  and  develop  new  techniques  that  save 
money  or  stretch  it  by  strengthening  the  existing 
business  climate.  This  is  often  the  most  cost-ef¬ 
fective  method  of  economic  development  for  a 
small  town. 

The  Economic  Renewal  program  is  oriented 
toward  helping  small  towns.  Where  possible  this 
text  cites  projects  from  communities  well  under 
20,000  people  that  have  limited  staffs.  Many  of 
the  projects  cited  have  been  implemented  in 
communities  with  only  a  few  thousand  people. 
You  will  find  a  few  examples  of  projects  which 
were  implemented  in  larger  cities,  but  these  also 
can  be  successfully  applied  to  small  towns. 

This  casebook  was  developed  to  assist  people 
just  starting  their  first  economic  renewal 
program.  It  can  also  be  used  to  compliment  exist- 
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ing  economic  development  efforts.  Whether  you 
are  a  community  volunteer,  newly  elected 
municipal  official,  or  a  planner  for  a  small  town, 
the  text  will  help  you  understand  the  range  of 
projects  you  can  undertake  in  your  community. 
This  casebook  is  the  companion  text  to  the  Busi¬ 
ness  Opportunities  Workbook,  a  hands-on 
manual  which  takes  you  through  the  community 
process  of  developing  new  business  oppor¬ 
tunities.  While  this  casebook  is  best  used  in  con¬ 
junction  with  the  workbook,  it  can  serve  as  an 
introduction  to  the  Economic  Renewal  Program 
concept  or  can  be  used  by  practicing  profes¬ 
sionals  as  a  source  of  economic  development 
case  studies  that  have  worked  well  in  small  com¬ 
munities. 

Each  community  is  unique.  As  you  read 
through  the  ideas  discussed  in  this  text,  filter 
them  through  your  community’s  perspective  to 
see  which  might  best  meet  your  needs.  At  the 
end  of  the  casebook  are  extra  pages  for  taking 
notes. 


Small  Business  and 
Entrepreneurs 


There  are  two  underlying  beliefs  that  will  be¬ 
come  apparent  as  you  read  the  Business  Oppor¬ 
tunities  Casebook.  First,  the  Economic  Renewal 
Program  stresses  that  efforts  to  revitalize  a  local 
economy  are  more  successful  when  communities 
CONCENTRATE  ON  SMALL  BUSINESS. 
Secondly,  communities  should  ENCOURAGE 
ENTREPRENEURS. 


The  role  of  small,  new  firms  in  an  economic 
development  program  has  been  clearly  estab¬ 
lished.  More  than  half  of  all  new  jobs  created  in 
the  American  economy  result  from  the  births  of 
new  establishments.1  The  majority  of  America’s 
net  new  jobs  are  created  in  firms  less  than  four 
years  old.“  Fifty-two  percent  of  all  new  jobs  are 
generated  by  small  business  people'  In  con¬ 
trast,  America’s  thousand  largest  firms,  like  the 
Fortune  500s,  have  not  yielded  a  single  net  new 
job  to  the  American  workforce  in  over  a  decade. 
This  is  because  the  number  of  jobs  they  have 
created  is  smaller  than  the  number  of  jobs  they 
have  eliminated.4  From  1980  to  1987,  the  For¬ 
tune  500  companies  alone  have  dropped  3.1  mil¬ 
lion  more  people  from  their  payrolls  than  they 
have  hired.  This  is  the  equivalent  of  laying  off 
the  entire  work  force  of  Massachusetts.5 

While  initial  employment  gains  from  new 
enterprises  are  relatively  small,  their  long-run 
potential  is  almost  unlimited.  Large  firms  start 
out  as  small  firms.  Twenty-five  years  ago,  Digi¬ 
tal  Equipment  Corporation  was  operating  in  an 
abandoned  woolen  mill.  Now  it  is  the  second 
largest  computer  manufacturer  in  the  U.S.  The 
Celestial  Seasonings  Company,  sold  to  the  Kraft 
Corporation  at  a  tremendous  profit,  was  con¬ 
ceived  by  vacationers  picking  berries.  Homes 
and  garages  have  nurtured  diverse  businesses 
from  manufacturers  of  pacemakers  to  the 
founders  of  Apple  Computer. 

Start-up  businesses  frequently  create  new 
markets  and  new  jobs.  In  contrast,  larger  com¬ 
panies  concentrate  more  on  revising  existing 
processes  to  save  money,  often  by  eliminating 
jobs.  Each  of  Apple  Computer’s  two  founders 
worked  for  a  different  company,  and  each  of¬ 
fered  his  employer  at  the  time  the  product  which 
they  had  developed  together  after  work.  When 
both  employers  declined  it  for  lack  of  an  ade¬ 
quate  market,  the  two  men  started  Apple.6 

Small  business  and  entrepreneurs  are  often 
one  and  the  same.  Individuals  seeking  new 
paths  to  "success"  are  important  sources  of  busi¬ 
ness  creation.  Encouraging  entrepreneurial  ac¬ 
tivity  can  help  pull  a  community  out  of  an 
economic  slump. 


ECONOMIC  RENEWAL  PROGRAM 


PAGE  7 


ROCKY  MOUNTAIN  INSTITUTE 


Entrepreneurs  create  new  industries  and 
jobs.  They  harness  the  unemployed’s  wasted 
talents.  They  strengthen  economies  in 
depressed  urban  and  rural  communities  and 
combine  public  and  private  resources  in  new 
ways. 


Some  of  the  important  characteristics  that 
can  assist  in  creating  an  entrepreneurial  environ¬ 
ment  include  a  capable  local  labor  force, 
entrepreneurial  education,  local  venture 
capitalists,  bankers  who  understand  the  needs  of 
small  businesses,  technical  advisors,  and  success¬ 
ful  role  models. 
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PRINCIPLE  #1:  Plug  the  Leaks 


The  first  principle  of  the  Economic  Renewal 
Program  is  often  the  most  overlooked.  Plugging 
the  leaks  means  stopping  the  needless  outflow  of 
money  from  the  community.  Some  good  ex¬ 
amples  include  programs  that  reduce  labor  costs 
by  maintaining  a  skilled  workforce,  programs 
that  enable  business  to  stay  in  the  community  by 
connecting  local  buyers  with  local  suppliers,  and 
programs  that  reduce  the  cost  of  providing  com¬ 
munity  services.  These  types  of  programs  make 
more  money  available  to  the  local  economy  and 
are  important  to  business.  Plugging  the  leaks 
results  in  three  general  business  opportunities: 

1)  It  saves  money. 

2)  It  helps  retain  business. 

3)  It’s  an  attractive  community  characteris¬ 
tic  that  can  help  recruit  new  business. 

This  section  of  the  Business  Opportunities 
Casebook  presents  examples  of  programs  which 


demonstrate  the  "Plug  the  Leaks"  principle.  The 
programs  fall  into  four  representative  categories: 

•  Maintaining  a  Skilled  Workforce 

•  Visitation  Programs 

•  Connecting  Local  Businesses  to 
Local  Suppliers 

•  Reducing  Infrastructure  Costs 

To  "plug  the  leaks"  in  your  community  you 
first  need  to  identify  what  is  leaking. 

•  Are  the  best  people  leaving  the  region  for 
better  job  opportunities? 

•  Are  businesses  buying  their  supplies  from 
another  state? 

•  Are  community  services  or  facilities  cost¬ 
ing  more  than  similar  services  in  nearby 
towns? 
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Once  you  have  determined  what  is  leaking, 
the  next  step  is  to  develop  a  strategy  to  stop  the 
leaks.  For  example,  if  a  number  of  similar  busi¬ 
nesses  in  your  community  are  buying  their  sup¬ 
plies  from  a  neighboring  state,  there  may  be  a 
market  for  a  local  business  to  fill. 

•  Can  your  community  help  an  existing  busi¬ 
ness  expand  to  meet  the  supply  needs  of 
local  businesses? 

•  Is  there  an  entrepreneur  who  wants  to 
start  a  new  business  to  fill  the  market 
need? 

While  this  casebook  provides  successful  ex¬ 
amples,  the  Business  Opportunities  Workbook, 
the  companion  text  to  this  casebook,  will  help 
you  determine  how  to  go  about  "plugging  the 
leaks"  in  your  community.  The  workbook  takes 
you  through  a  step-by-step  processes  and 
provides  additional  examples  of  successful 
programs. 

Maintaining  a  Skilled 
Workforce 

The  availability  of  skilled  labor  is  critical  to 
economic  growth.  It  is  often  cited  as  the  num¬ 
ber  one  factor  in  business  relocation  decisions 
and  is  a  critical  component  of  new  business 
growth.  Maintaining  a  skilled  workforce  invol¬ 
ves  more  than  training.  It  means  ensuring  that 
the  right  type  of  jobs  are  available  to  keep 
people  in  the  community.  Consider  the  follow¬ 
ing  questions  as  a  start. 

•  What  type  of  skills  do  current  residents 
have? 

•  Are  most  residents  working  in  jobs  that 
take  full  advantage  of  their  skills? 

•  Are  there  diverse  employment  oppor¬ 
tunities  in  the  community? 

•  What  are  the  opportunities  for  advance¬ 
ment? 


•  How  would  you  describe  the  match  be¬ 
tween  job  skills  and  job  opportunities? 

Rural  areas  often  complain  that  their  largest 
export  is  the  educated  young  people  in  the  com¬ 
munity.  The  local  school  district  can  be  an  im¬ 
portant  resource  to  ensure  that  a  young  person’s 
skills  match  the  area’s  job  market.  In  Ohio,  The 
Rockwell  International  Corporation  found  that 
job  applicants  were  unprepared  for  high-tech 
work.  Rockwell  International  worked  with  local 
school  boards  on  redesigning  curricula  to  teach 
students  more  high-tech  skills. 

Economically  struggling  communities  can 
also  face  a  tremendous  "brain  drain,"  a  migration 
of  those  who  present  the  strongest  promise  for 
continued  or  future  enterprise.  This  drain  ex¬ 
tends  from  professionals  seeking  higher-paying 
jobs  to  high  school  graduates  seeking  better 
educational  and  employment  opportunities. 

When  individuals  leave,  the  community 
looses  its  investment  in  their  education.  To  in¬ 
crease  local  employment  opportunities,  some 
communities  have  established  "alumni" 
programs.  Skilled  and  professional  people  who 
have  left  the  community  are  encouraged  to  come 
home  to  start  new  companies. 

The  Sauk  New  Business  Development  In¬ 
cubator  Network,  based  in  Dixon,  Illinois,  il¬ 
lustrates  this  idea.  The  Sauk  Network 
discovered  that  90  percent  of  the  top  half  of  high 
school  graduates  left  the  area.  To  tap  that  pool 
of  talented  "alumni,"  Sauk  developed  a  campaign 
to  reach  people  in  and  outside  of  Dixon  who 
could  provide  leads  to  potential  entrepreneurs 
or  venture  capital.  The  alumni  program  ran  for 
four  years  and  produced  13  new  business  oppor- 

•  •  •  7 

tunities  for  Dixon. 

Another  valuable  community  resource  is  the 
people  who  are  laid  off  when  a  firm  cuts  back.  If 
the  firm  expects  only  a  temporary  slack  period, 
it  may  find  it  worthwhile  to  keep  its  employees. 
Otherwise  it  may  end  up  spending  thousands  of 
dollars  to  train  new  employees  a  few  months 
later.  A  resourceful  business  might  look  for  tem¬ 
porary  employment  opportunities  for  its  workers 
as  a  means  of  maintaining  a  skilled  workforce. 

In  September  1981,  management  at  the 
Kawasaki  Motor  Company  in  Lincoln,  Nebras- 
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ka,  realized  that  50  people  would  have  to  be  laid 
off  for  about  three  months  due  to  a  decrease  in 
customer  demand.  At  the  same  time,  the  mayor 
of  Lincoln  announced  that  a  number  of  com¬ 
munity  projects  could  not  be  undertaken  be¬ 
cause  of  state  and  local  budget  cutbacks. 

The  Director  of  Personnel  at  Kawasaki 
worked  with  city  staff  to  develop  a  program 
whereby  the  laid-off  employees  worked  tem¬ 
porarily  for  the  city  on  community  projects. 
Salary  and  benefits  were  paid  by  Kawasaki  at 
their  former  rates.  The  mayor’s  office  submitted 
a  list  of  projects  and  required  skills  and  an  es¬ 
timate  of  the  number  of  hours  needed  for  each. 
In  the  end,  ten  employees  were  assigned  to  city 
projects,  35  worked  on  projects  within  the  plant, 
and  the  remaining  workers  were  offered  early 
retirement. 


For  Kawasaki,  the  $3,000  a  week  it  paid  the 
ten  employees  for  community  service  projects 
was  cheaper  than  training  new  workers.  An 
added  benefit  for  the  company  was  that  it  im¬ 
proved  communications  between  Kawasaki  and 
local  government. 


Visitation  Programs 


Visitation  Programs,  sometimes  referred  to 
as  a  "Retention  and  Expansion"  programs,  "plug 
the  leaks"  by  assuring  that  local  businesses’ 
needs  are  continually  met.  They  also  help  exist¬ 


ing  businesses  expand  by  utilizing  local  resour¬ 
ces. 

Small  business  visitation  programs  offer 
towns  an  opportunity  to  maintain  and  expand 
their  local  economic  base  without  taking  big 
chances.  Under  such  a  program,  members  of 
the  community  or  a  paid  staff  member  visit  small 
and  large  businesses  in  the  area  to  collect  up-to- 
date  confidential  data  on  local  business  needs. 
This  information  is  then  used  to  develop  a  com¬ 
prehensive  strategy  to  help  local  firms  prosper. 

Visitation  program  participants  often  include 
other  business  owners  and  managers  (active  or 
retired),  elected  officials,  community  bankers, 
chamber  of  commerce  executives,  city  staff,  local 
college  faculty,  and  school  board  members. 

These  programs  are  popular  with  hometown 
businesses.  Local  firms  often  watch  with  dismay 
when  local  governments  serve  up  a  gourmet 
feast  to  entice  outside  industries  and  only  leave 
the  scraps  for  existing  enterprises  which  might, 
with  similar  support,  be  able  to  expand. 

Napolean,  Ohio,  a  town  of  8,600,  started  a 
business  visitation  program  in  1980.  The 
program  was  requested  by  local  business  leaders 
who  felt  neglected  when  the  town  launched  an 
aggressive  industrial  recruitment  campaign.  A 
joint  effort  of  the  municipal  government  and  the 
chamber  of  commerce,  the  program’s  results 
were  impressive.  During  its  six  years  of  opera¬ 
tion,  Napolean’s  businesses  added  an  average  of 

o 

35  new  jobs  each  year. 

Twenty-nine  state  extension  service  programs 
have  developed  a  wide  variety  of  activities 
directed  at  expanding  and  retaining  existing  busi¬ 
nesses.  One  such  program,  a  Business  Reten¬ 
tion  and  Expansion  Program,  is  run  by  Ohio 
State  University’s  (OSU)  Cooperative  Extension 
Service.  The  long  run  impacts  of  Ohio’s  program 
include: 

•  Improved  understanding  6f  a  community’s 
economic  outlook. 

•  Development  of  a  comprehensive 
strategic  plan  for  encouraging  local 
economic  development. 
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•  Implementation  of  programs  that  improve 
the  competiveness  of  local  firms  and  assist 
in  expanding  their  markets. 

•  Development  of  informal  channels  of  com¬ 
munication  amoung  local  development-re¬ 
lated  organizations  to  facilitate  flow  of  in¬ 
formation. 

•  Retention  of  jobs  and  income. 

The  executive  director  of  one  Ohio  chamber 
of  commerce  explained  the  benefits  of  the  Busi¬ 
ness  Retention  and  Expansion  program  as  fol¬ 
lows:  "The  R  &  E  program  is  one  in  which  you 
can’t  lose.  At  the  very  least,  you’ll  demonstrate 
to  firms  that  the  community  appreciates  them 
and  you  will  probably  be  able  to  help  a  few 
firms."9 

Wisconsin  Bell  Company  also  recognized  that 
retention  and  expansion  of  existing  industries 
can  be  a  key  to  growth  and,  therefore,  increased 
demand  for  phone  service. 

The  Bell  Company  began  a  visitation 
program  that  has  been  used  by  cities  ranging 
from  a  manufacturing  center  of  50,000  people  to 
a  rural  community  of  2,800.  Local  teams 
equipped  with  a  questionnaire  ask  local 
businesspeople  to  identify  circumstances  that 
have  hindered  or  promoted  growth.  Questions 
about  access  to  highways,  property  taxes,  water 
and  waste  capacities,  affordable  financing, 
zoning,  and  state  policies  provide  data  on  the 
local  business  climate. 

The  data  are  also  used  to  compare  wage  and 
tax  rates  in  each  community,  providing  an  over¬ 
view  of  the  state’s  business  climate.  Town 
leaders  use  this  Bell-generated  data  to  compare 
their  community’s  assets  with  other  communities 
throughout  the  state.10 

Whatever  the  form  of  sponsorship,  a  visita¬ 
tion  program  can  yield  valuable  information 
which  will  help  in  the  development  of  ap¬ 
propriate  economic  renewal  projects. 


"Buy  local"  programs  are  one  example  of  how 
linking  local  businesses  to  local  suppliers  can 
create  jobs  and  strengthen  the  economy.  Rather 
than  looking  elsewhere  for  economic  develop¬ 
ment  solutions,  "buy  local"  programs  use  a 
"bootstrap"  approach  that  "plugs  the  leaks"  by 
rerouting  money  that  used  to  leave  the  local 
economy  to  other  local  businesses. 

There  are  many  kinds  of  "buy  local"  programs 
throughout  the  country.  "Buy  local"  strategies  in¬ 
clude  business  directories,  advertising  cam¬ 
paigns,  and  special  "made  in  our  town"  labeling. 
One  form,  popular  with  local  governments,  gives 
a  preference,  typically  around  five  percent,  to 
local  firms  bidding  on  public  contracts. 
Proponents  contend  this  gives  smaller  local 
firms  a  chance  to  get  taxpayer-financed  construc¬ 
tion  or  supply  contracts.  Although  critics  claim 
this  type  of  program  yields  inflated  bids,  a  care¬ 
ful  balance  can  be  achieved  by  thoughtful  offi¬ 
cials,  as  any  increased  costs  can  be  more  than 
offset  by  increased  tax  revenues  and  local 
employment. 


Connecting  Local 
Businesses  to  Local 
Suppliers 
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The  Oregon  Marketplace,  a  "buy  local" 
program  originally  established  by  the  Eugene 
Neighborhood  Economic  Development  Cor¬ 
poration,  is  a  nonprofit  service  that  matches 
buyers  to  product  suppliers.  Oregon 
Marketplace  takes  a  business’s  shopping  list  to 
local  suppliers  and  collects  bids  and  quotes  from 
Oregon-based  companies.  The  program  hand¬ 
les  the  information  but  leaves  the  dealing  to  the 
businesses  involved.  Local  firms  use  Oregon 
Marketplace  to  find  new  local  suppliers.  Ac¬ 
cording  to  Alana  Probst,  Oregon  Marketplace’s 
director,  a  business  most  often  turns  to  the  or¬ 
ganization  when  it  is  dissatisfied  with  its  current 
suppliers.  High  shipping  and  freight  costs,  along 
with  the  need  for  quicker  deliveries,  often 
prompt  a  company  to  look  for  a  local  supplier. 

Started  in  1983  with  an  operating  budget  of 
$35,000  from  grants,  the  Oregon  Marketplace 
program  was  able,  in  its  first  year,  to  generate 
over  $2  million  in  new  local  contracts  and  cost 
savings  for  businesses.  Over  $1.5  million  in  capi¬ 
tal  investment  and  nearly  100  local  jobs  were 
also  created. 

Oregon  Marketplace’s  successes  include  a 
local  bike  carriage  manufacturer,  Burley  Design 
Cooperative  (BDC).  BDC  imported  most  of  its 
bike  wheels  from  Taiwan.  The  company  in¬ 
curred  high  shipping  costs,  taxes,  and  unpre¬ 
dictable  delays.  While  looking  for  a  local 
supplier,  Oregon  Marketplace  put  BDC  in 
touch  with  a  local  inventor  of  bicycles  for  the  dis¬ 
abled,  Gary  Hale.  Hale  received  a  contract  to 
supply  wheels  to  BDC,  enabling  him  to  expand, 
create  two  new  part-time  jobs,  and  cut  BDC’s 
costs  by  40  percent. 

Another  one  of  Oregon  Marketplace’s  succes¬ 
ses  involved  a  Eugene-based  airline  food  and 
frozen  food  distributor.  Historically,  this  food 
distributor  purchased  millions  of  pounds  of 
chicken  from  Arkansas.  Over  $1  million  worth 
of  frozen  Arkansas  poultry  was  shipped  annual¬ 
ly.  Oregon  Marketplace  contacted  the  local 
poultry  industry  about  supplying  processed 
chicken  to  the  food  distributor.  It  found  that  the 
needed  processing  equipment  did  not  exist. 

With  Oregon  Marketplace  assistance  and  the 
promise  of  contracts  from  the  food  distributor,  a 
local  farmer  was  able  to  get  a  $1.5  million  loan 


to  build  a  processing  plant.  Eighty  new  jobs 
were  created.  Since  then  the  plant  has  made  sig¬ 
nificant  inroads  into  the  West  Coast  chicken 
market. 

When  the  University  of  Oregon  needed  new 
band  uniforms,  Oregon  Marketplace  discovered 
that  all  the  uniform  manufacturers  were  on  the 
East  Coast.  However,  Oregon  Marketplace 
found  three  local  businesses  willing  to  col¬ 
laborate  on  the  uniform  project.  The 
Marketplace  now  reports  that  the  three  busi¬ 
nesses  have  formed  a  partnership  that  is  market¬ 
ing  uniforms  up  and  down  the  West  Coast. 


The  Oregon  Marketplace  program  has  been 
so  successful  that  in  1987  it  expanded  into  a 
statewide  network  of  ten  computer-linked  of¬ 
fices.  Seed  funding  of  $500,000,  allocated  from 
lottery  funds  by  the  state  legislature,  has  gotten 
the  statewide  expansion  off  the  ground.  The 
Oregon  Marketplace’s  producer-supplier 
matchmaking  service  was  initially  provided 
without  charge.  Now  operated  out  of  the  Or¬ 
ganization  of  Economic  Initiatives,  the  program 
is  asking  a  five  percent  commission  fee  from  the 
supplier  when  Oregon  Marketplace  helps  land  a 
contract.  This  fee  collection  system  is  intended 
to  make  the  program  financially  independent. 

On  the  other  side  of  the  country,  the  General 
Communications  program  in  South  Carolina 
combines  the  features  of  business  visitation  and 
"buy-local"  programs.  This  state-sponsored 
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program  uses  retirees  to  help  match  buyers  and 
suppliers.  Groups  of  retirees  with  considerable 
management  experience  work  with  a  state-paid 
business  development  specialist.  Each  of  these 
consultants  visits  48  companies  in  their  region  of 
the  state  each  month.  They  document  the  cur¬ 
rent  needs  of  the  business  and  also  inventory 
products  and  services.  Businesses  receive  infor¬ 
mation  on  relevant  legislative  activity  and  advice 
on  specific  business  concerns.  The  project  has 
helped  retain  existing  businesses  while  also 
providing  information  useful  to  encourage  and 
recruit  new  business.11 

Connecting  local  businesses  to  local  sup¬ 
pliers,  can  also  help  start  new  businesses,  par¬ 
ticularly  when  local  entrepreneurs  can  provide 
supplies  to  local  industry.  In  Cody,  Wyoming,  a 
local  entrepreneur  started  a  new  enterprise  to 
provide  needed  supplies  to  the  nearby  dude 
ranches  and  outfitters  in  the  area.  The  business, 
Tall  Oak  Tree,  Outfitters  Supply  Inc.,  started  by 
first  supplying  horse  and  mule  halters  made  out 
of  nylon  to  local  outfitters.  The  needs  of  local 
outfitters  were  well  understood  in  Cody.  By 
creating  traditional  gear  out  of  new  materials 
Tall  Oak  Tree  found  a  special  market  niche. 
Local  expertise  has  allowed  the  business  to  ex¬ 
pand  its  line  of  products  to  include  saddlebags, 
pack  saddles,  bedrolls,  and  other  high-quality 
horsepacking  gear.  The  expanded  product  line 
is  now  marketed  nationally. 


Reducing  Infrastructure 

Costs 

Cities  can  also  develop  programs  to  plug  the 
leaks.  Any  reduction  in  the  cost  of  providing 
municipal  services  or  facilities  means  taxpayer 
savings.  These  savings  make  more  money  avail¬ 
able  to  circulate  through  the  local  economy. 

The  Business  Opportunities  Workbook  includes 
a  worksheet  on  reducing  infrastructure  costs.  A 
first  step  in  looking  at  ways  to  reduce  infrastruc¬ 
ture  costs  is  to  ask  yourself  the  following  ques¬ 
tions: 

•  Is  expansion  of  existing  infrastructure  the 
only  alternative?  For  example,  are  there 
real  leaks  in  the  water  system?  Can  an  ex¬ 
isting  school  be  renovated  rather  than 
abandoned? 

•  Can  municipal  workers  assist  in  construc¬ 
tion  efforts  rather  than  hiring  outside  con¬ 
sultants? 

•  If  outside  expertise  is  needed  to  solve  a 
particular  problem,  can  they  utilize  com¬ 
munity  resources? 

•  What  incentives  can  be  developed  to  en¬ 
courage  the  careful  use  of  community 
resources  by  municipal  workers  and  resi¬ 
dents? 

•  Are  there  materials  that  can  be  recycled 
as  a  means  to  save  community  resources? 

Visalia,  California,  focused  its  city  govern¬ 
ment  on  not  only  saving,  but  making  money 
while  providing  services  to  its  residents.  It  has 
encouraged  city  workers  to  think  like  business 
owners,  not  like  bureaucrats,  by  implementing 
management  strategies  to  encourage  employees 
to  operate  the  city’s  ventures  profitably.  If 
employees  come  up  with  an  idea  to  save  or  make 
the  city  money,  they  get  to  keep  15  percent  of 
the  return,  with  no  cap  on  the  total.  The  city 
also  encourages  departmental  programs  to 
reduce  costs.  For  example,  the  police  depart¬ 
ment  saved  money  on  its  squad  cars  by  develop¬ 
ing  a  lease  purchase  program.  Also,  instead  of 
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requiring  three  officers  to  share  a  squad  car,  it 
encouraged  each  officer  to  take  his  car  home. 
More  squad  cars  were  instantly  put  on  the 
street.  Vehicle  maintenance  improved  dramati¬ 
cally  because  officers  developed  a  sense  of 
ownership  and  responsibility.  Vehicles  began 
lasting  an  average  of  five  years,  instead  of  18 
months  as  before.  Visalia  is  well  below  the  na¬ 
tional  average  in  city  employees  per  capita,  yet 
provides  more  services  and  has  nearly  a  full 
year’s  operating  budget  in  cash  reserves.  These 
programs  have  lowered  taxes,  created  a  higher 
quality  of  life,  and  made  the  city  more  attractive 
to  business.12 

Infrastructure  expansion  can  be  very  expen¬ 
sive,  leading  to  higher  taxes  and  service  costs. 
Brockton,  Massachusetts’  "Brockton  Saves 
Water"  project  is  a  joint  effort  between  residents 
and  local  government  to  save  money  on  future 
supply  expansions.  Many  local  businesses  have 
benefited  from  investments  in  water  efficiency. 
For  example,  the  Howard  Johnson’s  food 
processing  plant  saves  an  estimated  56.4  million 
gallons  of  water  and  $74,500  per  year.13 


Using  a  municipality’s  own  workforce  can 
also  reduce  the  cost  of  maintaining  the  city’s  in¬ 
frastructure.  The  Village  of  Ravena,  near  Al¬ 
bany,  New  York,  saved  $97,000  in  construction 
costs  by  having  village  employees,  along  with  out¬ 
side  contractors,  make  certain  urgently  needed 
improvements  to  the  municipal  sewage  and 
water  systems.  At  the  suggestion  of  their  con¬ 
sulting  engineer,  much  of  the  work  was  done 
through  "force  account,"  the  use  of  the  village’s 
own  staff.  "The  consultant  and  municipality 
carefully  detailed  the  scope  of  the  project,  as¬ 
signing  to  village  workers  tasks  of  moderate  com¬ 
plexity  that  they  could  perform  effectively. 

These  tasks  included  rehabilitating  sewers,  rais¬ 
ing  manhole  covers,  sealing  manhole  leaks, 
eliminating  sanitary  sewer  connections  with 
storm  catch  basins  and  repairing  storm  sewers  to 
reduce  penetration  of  the  sewer  system."14 
Ravena  also  used  village  employees  to  construct 
sludge  lagoons  at  the  village’s  water  treatment 
reservoir  and  filtration  plant.  By  purchasing 
materials  directly  from  the  supplier  and  using  its 
own  employees,  the  city  saved  20%  on  the 
contractor’s  overhead  and  profit  and  40-50%  on 
labor.15 
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PRINCIPLE  #2:  Support  Existing 
Businesses 


Opportunities  for  economic  renewal  exist  in 
every  community.  A  community  can  improve  its 
economy  by  matching  services  to  needs, 
products  to  resources,  and  people’s  skills  to 
jobs.  Efforts  to  support  and  enhance  existing 
business  within  a  community,  the  second  prin¬ 
ciple  of  the  Economic  Renewal  Program,  have 
proven  to  be  very  successful  in  strengthening 
local  economies.  Descriptions  of  some  of  the 
more  successful  methods  to  "Support  Existing 
Business"  are  highlighted  below.  These  include: 

•  Business  Assistance  Programs 

•  Downtown  Revitalization  Efforts 

•  Programs  to  Export  Local  Product 
Lines 

•  Tourism 

•  Employee  Ownership 


Business  Assistance 
Programs 

Business  assistance  programs  provide  many 
ways  for  a  community  to  invest  in  itself.  Some 
offer  ideas  for  people  who  want  to  start  a  new 
business.  Others  assist  young  firms.  Still  others 
target  more  stable  businesses,  promoting  their 
expansion  or  helping  them  stay  in  the  com¬ 
munity.  While  business  assistance  programs  can 
be  tailored  to  meet  a  wide  array  of  local  needs, 
the  more  successful  programs  are  targeted  on 
particular  needs.  Most  business  assistance 
programs  are  designed  to  provide  technical  assis 
tance,  although  some  also  provide  financial  sup¬ 
port.  Technical  services  can  range  from 
assistance  on  packaging  a  loan  to  information 
about  federal  procurement  rules.  Most  business 
assistance  programs  are  offered  at  a  centrally  lo¬ 
cated  facility  and  are  referred  to  as  "Business  As¬ 
sistance  Centers." 
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Business  Assistance  Centers  can  be  estab¬ 
lished  to  meet  the  needs  of  start-up,  emerging  or 
established  businesses.  It  is  important  to  recog¬ 
nize  the  different  needs  these  businesses  often 
have.  Start-ups  need  assistance  in  business  plan¬ 
ning,  particularly  in  the  areas  of  strategy,  market 
analysis,  marketing,  and  finance.  Emerging  and 
established  businesses  both  can  require  manage¬ 
ment  assistance.  The  most  needed  skills  are  in 
the  areas  of  finance,  sales,  marketing,  and  ad¬ 
ministration. 

Business  Assistance  Centers  can  be  found  at 
all  levels  of  government.  Most  are  designed  to 
meet  the  needs  of  small  business.  Through 
trained  staff,  referrals,  and  a  wide  range  of  infor¬ 
mation  services,  the  provide  skills  essential  to 
business  success  —  marketing,  finance,  business 
planning  and  management/personnel.16  In 
many  states,  state  government  provides  a  center 
that  offers  bookkeeping  assistance,  loan  advice, 
and  related  financial  help.  At  the  local  level, 
many  community  colleges  offer  business  manage¬ 
ment  courses  designed  to  help  small  business 
owners  learn  necessary  business  skills.  These 
courses  are  part  of  an  overall  package  of  skill¬ 
building  resources  found  at  a  Business  Assis¬ 
tance  Center. 

There  are  a  number  of  programs  throughout 
the  country  which  provide  customized  business 
skill  development  at  low  cost  to  selected  small 
businesses.  Control  Data  Small  Business  Assis¬ 
tance  Centers,  the  Massachusetts  Small  Business 
Development  Centers,  and  the  Indiana  Institute 
for  New  Business  Ventures  are  among  the  better 
known.17  These  programs  offer  one-to-one  skill 
development  assistance  in  management,  finan¬ 
cial  and  technical  areas. 

An  example  of  this  type  of  assistance  was 
recently  instituted  in  Wyoming.  For  five  months, 
Wyoming’s  Business  Assistant  Centers  offered 
business  people  a  chance  to  meet  one-on-one 
with  an  expert  at  procurring  government  con¬ 
tracts.  The  program  resulted  in  $6  million  worth 
of  potential  contracts  for  Wyoming  businesses.18 

The  Briarpatch  Network  in  the  San  Francisco 
area  is  a  unique  form  of  small  business  assis¬ 
tance.  This  informal  network  began  as  a  mutual 
support  group  for  businesses.  The  Network 


helps  sustain  its  members  by  providing  shared 
advice  on  management,  taxes,  bookkeeping, 
legal  questions,  and  marketing.  It  also  offers  the 
services  of  a  rotating  accountant.  There  are  no 
officers,  no  dues,  and  few  meetings.  Donations 
by  members  and  fees  for  certain  services  pay  the 
Network’s  expenses.  A  coordinator  helps  ar¬ 
range  meetings  and  business  assistance  classes. 
At  these  events  members  are  encouraged  to 
open  their  books  and  share  their  experiences 
with  other  businesses.  The  value  of  sharing  ex¬ 
periences  is  demonstrated  by  Briarpatch  mem¬ 
ber  Stewart  Brand,  the  highly  successful 
publisher  of  the  Whole  Earth  Catalog.  Brand 
shared  his  printing  costs  with  network  members. 
Members  noted  the  high  printing  costs  and 
provided  Brand  with  lower  bids. 

The  Network’s  approach,  stressing  coopera¬ 
tion  instead  of  competition,  has  been  translated 
into  lower  costs  for  each  member  and  impres¬ 
sive  business  success.  Briar  businesses  have  had 
less  than  a  five  percent  failure  rate  in  the  first 
three  years  of  operation,  far  better  than  the  na¬ 
tional  rate.19  Nationwide,  roughly  24  percent  of 
the  small  businesses,  those  with  under  100 
employees,  failed  between  1984-1987.20  The  na¬ 
tional  rate  for  all  businesses  is  even  higher  — 

21 

38.5  percent  in  a  three-year  period. 
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Universities  and  community  colleges  also 
offer  a  wide  range  of  business  assistance.  These 
institutions  often  provide  flexible  employment 
training  programs  as  incentives  for  "footloose"  in¬ 
dustries  and  existing  businesses.  Some  act  as  an 
information  clearinghouse,  providing  businesses 
with  computerized  literature  searches  and  na¬ 
tional  contacts.  These  programs  are  typically 
contacted  in  one  of  two  ways.  Some  universities 
offer  "800"  numbers,  others  establish  a  number 
of  regional  centers  to  serve  the  businesses  in 
thier  area. . 

Oregon’s  Small  Business  Development 
Center  Network,  which  operates  out  of  the 
state’s  19  community  colleges,  has  helped  to 
keep  business  in  the  state  and  create  new  jobs 
by  helping  existing  businesses  expand.  A  recent 
study  of  over  200  existing  small  businesses 
served  by  the  Network  indicated  that  between 
1984  to  1985  gross  sales  increased  by  35.7  per¬ 
cent;  average  profits  increased  by  45.2  percent; 
average  payroll  increased  by  45.3  percent;  and 
average  full-time  employees  increased  by  54.1 
percent.22 

Created  in  July  1982,  New  York  City’s  Center 
for  Community  Economic  Development 
(CCED)  is  another  type  of  Business  Assistance 
program  aimed  at  helping  people  start  and  own 
their  own  business.  Its  goal  has  been  to  create 
good  jobs  with  decent  wages  and  working  condi¬ 
tions  for  poor  and  working-class  city  residents. 
The  Center  helps  new  enterprises  by  providing 
feasibility  studies,  assistance  in  preparing  busi¬ 
ness  plans,  financial  packages,  and  management 
structures.  CCED  also  helps  new  businesses 


with  employee  recruitment,  worker  education 
and  training,  entrepreneurial  training,  and 
general  problem-solving.  Once  an  enterprise 
has  begun  operations,  CCED  continues  to 
provide  management  assistance  to  further 
develop  workers’  abilities  to  act  effectively  as 
owners.23 

On  Time  Carpentry,  Inc.,  was  the  first 
cooperatively  owned  business  started  with 
CCED  aid.  All  full-time  employees  own  an  equi¬ 
ty  share  in  the  firm,  and  all  have  a  voice  in  its 
operation.  New  worker-owners  join  On  Time  by 
paying  an  initial  membership  fee  of  $100.  They 
invest  an  additional  $1500  over  three  years 
through  payroll  deductions.  When  the  company 
has  profits  to  distribute,  each  member  receives  a 
share  of  the  profits  in  proportion  to  hours 
worked. 

Business  Assistance  programs  can  also 
provide  specialized  training  to  meet  an  iden¬ 
tified  market  niche.  One  Milwaukee  citizens 
group,  Esperanza  Unida,  conducted  a  market 
analysis  to  discover  what  retraining  programs 
should  be  offered  to  those  that  had  lost  jobs  at 
nearby  plants.  Esperanza  Unida  found  there 
was  a  need  in  the  area  for  qualified  auto 
mechanics  and  paint  and  body  workers.  The 
Auto  Repair  Training  Center  (ARTC)  was 
opened  to  retrain  laid-off  plant  workers.  ARTC 
graduated  70  workers  with  mechanical  repair  or 
auto  bodywork  skills  in  its  first  three,  six-month 
training  cycles.24  The  training  center  has  since 
turned  into  a  for-profit  local  business  employing 
past  graduates  of  the  center. 
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Downtown  Revitalization 

One  sector  of  most  town’s  existing  local  busi¬ 
ness  community  that  is  ripe  for  improvement 
and  expansion  is  the  downtown  retail  area. 
Dozens  of  successful  revitalization  strategies 
have  helped  downtown  businesses  expand  and 
prosper,  resulting  in  significant  increases  in  sales 
and  property  tax  revenue  for  local  governments. 

Recent  studies  by  the  National  League  of 
Cities  and  the  U.S.  Conference  of  Mayors  high¬ 
lighted  the  importance  of  downtown  develop¬ 
ment  to  successful  local  economic  development 
efforts.  The  NLC  study  identified  the  most  suc¬ 
cessful  economic  development  programs  across 
the  country.  In  all  cases,  downtown  develop¬ 
ment  figured  prominently  in  these  success 
stories.  A  recent  study  of  the  16  most  liveable 
cities  in  America  also  identified  revitalized 
downtowns  as  one  of  their  four  shared  charac¬ 
teristics.25 

Downtown  revitalization  efforts  can  be  under¬ 
taken  by  local  governments,  specially-created 
redevelopment  authorities,  or  merchant-based 
associations.  Key  to  the  success  of  these  efforts 
is  broad  based  support  from  people  that  live, 
work,  or  shop  in  the  downtown  area.  Downtown 
revitalization  projects  are  initiated  not  only  to 
support  existing  businesses,  but  to  improve  the 
area  economy,  improve  the  business  activity  mix, 


improve  downtown  infrastructure,  and  change 
the  appearance  of  an  often  decaying  central  busi 
ness  district. 

A  key  ingredient  to  successful  downtown 
revitalization  is  organization.  Developing  an  ac¬ 
tive  and  influential  downtown  business  associa¬ 
tion  is  a  beginning.  By  banding  together, 
downtown  businesses  can  coordinate  seasonal 
promotions,  sales,  and  special  events  to  bring 
new  customers  into  the  downtown  core. 

Marketing  a  downtown  area  is  also  easier 
when  one  umbrella  group  is  handling  advertis¬ 
ing,  promotion,  and  events.  By  pooling  advertis¬ 
ing  dollars,  for  example,  a  downtown  can 
compete  against  a  regional  mall’s  unified  image 
and  hefty  advertising  budget. 

A  downtown  organization  can  also  become 
an  effective  lobbying  group  that  reminds  local 
governments  to  keep  downtown  concerns  in 
mind  when  allocating  limited  capital  improve¬ 
ment  dollars. 

Another  common  characteristic  of  successful 
downtown  revitalization  efforts  is  an  under¬ 
standing  of  the  downtown’s  special  market 
niche.  Identifying  this  market  niche  is  often  best 
accomplished  by  compiling  a  market  study  of 
the  area.  Such  studies  reveal  who  shops 
downtown,  how  much  they  spend,  and  what 
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goods  and  services  they  buy  and  expect  to  find. 

A  market  study  can  help  identify  strengths  and 
weaknesses  and  guide  redevelopment  efforts  so 
your  downtown  can  move  confidently  into  the  fu¬ 
ture  instead  of  pining  for  the  past. 

In  1980,  Frisco,  Colorado,  a  mountain  com¬ 
munity  of  1,200  people,  undertook  a  "Main 
Street  Improvement  Program"  to  create  a  com¬ 
mercial  base  and  place  for  residents  to  go. 

Using  a  sales  tax  revenue  bond  to  finance  the 
project,  the  town  made  such  street  improve¬ 
ments  as  sidewalks,  streetlights,  public  signs,  and 
related  amenities.  These  were  all  aimed  at  creat¬ 
ing  a  nice  shopping  environment.  The  im¬ 
mediate  results  of  this  effort  was  80,000  square 
feet  of  new  commercial  space  built  to  house  ex¬ 
isting  local  businesses  and  area  entrepreneurs.26 

Estes  Park,  Colorado,  undertook  a  similar 
downtown  improvement  program  in  1983  in 
response  to  declining  sales  in  downtown  retail 
establishments.  The  project  was  funded  by  issu¬ 
ing  tax  increment  financing  bonds,  which  are 
municipal  bonds  that  require  the  project  to  be 
income  producing.  The  town  believed  that  by 
changing  the  appearance  of  downtown,  the 
26,000  people  that  drove  through  town  on  their 
way  to  Rocky  Mountain  National  Park  could  be 
encouraged  to  stop  and  shop,  producing  the 
needed  increase  in  revenue  to  pay  off  the  bonds. 
The  improvements  in  downtown’s  appearance 
and  accessibility  resulted  in  a  58%  increase  in 
sales  tax  revenue  in  three  years. 

Harrisonville,  Missouri,  a  small  rural  com¬ 
munity  of  5,000,  teamed  up  with  private  industry 
to  revitalize  its  downtown  square.  Working  with 
United  Telephone  Company,  the  PROUD 
program  (Program  to  Revitalize  Our  Urban  Dis¬ 
tricts)  analyzed  the  downtown  business  situa¬ 
tion.  The  businesspeople  noted  that  most  of 
their  stores  were  small  -  1000  to  1,500  square 
feet  —  and  most  were  family  owned.  They  under¬ 
stood  it  would  be  impossible  to  compete  with 
large  mass  merchandisers  and  shopping  centers 
in  nearby  Kansas  City.  Project  PROUD 
analyzed  downtown’s  assets  —  more  personal¬ 
ized  service,  friendliness,  old  fashion  hospitality, 
and  custom  service.  A  storefront  renovation 
program,  retail  promotions,  street  amenities, 
and  the  removal  of  parking  meters  have  been  un¬ 


dertaken.  Initial  funding  was  provided  by  the 
United  Telephone  Company  with  individual 
store  owners  paying  for  the  building  renovations. 
The  program  has  drawn  customers  and  new  busi¬ 
ness  back  to  the  downtown  area.28 


Exporting  Local  Product 
Lines 


Another  method  which  has  proved  successful 
in  enhancing  local  businesses  is  a  program 
aimed  at  exporting  local  products.  Local 
products  can  be  exported  within  the  region, 
within  the  state,  and  internationally.  By  develop¬ 
ing,  packaging,  and  marketing  local  products  to 
new  markets  the  local  economy  prospers.  Many 
economic  developers  view  exports  as  the  largest 
untapped  potential  for  economic  growth  in  the 
country. 

In  1981,  the  Hilltown  Community  Develop¬ 
ment  Corporation  set  out  to  revitalize  the 
economic  base  and  preserve  the  rural,  small 
community  culture  of  this  Massachusetts  region. 
With  a  population  of  10,000  and  nearly  500  busi¬ 
nesses  in  nine  hilltown  communities,  the  cor¬ 
poration  decided  to  support  existing  small 
businesses,  farms,  and  woodlots  by  exporting 
regional  products.  The  group  chose  projects 
which  preserved  the  rural  flavor  of  the  area  and 
used  the  region’s  natural  resource  base  wisely 
and  efficiently  to  create  jobs.  With  those 
guidelines,  several  ventures  were  launched. 

In  1983,  the  corporation  received  a  federal 
grant  to  finance  the  creation  of  a  Hilltown 
Product  Line.  Local  beekeepers  and  maple 
producers  started  marketing  their  goods  under 
the  new  Hilltown  label  to  Boston  gourmet 
stores.  Over  100  local  artisans  banded  together 
as  the  Hilltown  Artisans  Guild  to  explore 
cooperative  marketing  strategies  such  as  a 
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Hilltown  mail  order  catalog.  The  Hampshire 
Hills  Bed  and  Breakfast  Association  was  also 
formed  to  represent  country-style  bed  and  break¬ 
fast  "hotels."  Early  success  led  the  Hilltown  Cor¬ 
poration  to  start  a  Small  Business  Clinic  and 

29 

Development  Center. 

In  an  attempt  to  enhance  small  business,  the 
State  of  Oregon  undertook  a  program  to 
broaden  the  market  for  Oregon  products. 

"Where  to  Find  the  Oregon  in  Oregon"  started 
out  as  an  attempt  to  market  the  arts.  The 
program  has  grown  to  include  any  originally 
produced  Oregon  product.  The  information  is 
published  in  a  directory  which  can  be  purchased 
throughout  the  state.  The  effort  is  self-sustain¬ 
ing  and  the  directory’s  publisher  has  franchised 
the  concept  for  use  by  other  states. 

I 
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Selling  local  goods  internationally  can  also  ex¬ 
pand  and  diversify  local  businesses.  Internation¬ 
al  trade  has  long  been  neglected  by  small 
businesses  because  of  the  daunting  task  of  begin¬ 
ning  an  overseas  venture.  Now,  a  wide  range  of 
government  programs  have  sprung  up  to 
facilitate  small  business  entry  into  international 
markets.  State  and  federal  offices  conduct  semi¬ 
nars  on  trade,  provide  market  information,  spon¬ 
sor  trade  missions  overseas,  arrange  meetings 
with  foreign  buyers  in  the  U.S.,  and  sometimes 
even  serve  as  a  trade  representative  for  U.S. 
small  businesses. 

To  engage  in  international  trade,  a  company 
must  lay  careful  groundwork  to  determine  if  it 
can  profitably  reach  an  overseas  market.  It 
needs  to  find  out  if  a  market  for  its  product  ex¬ 


ists  in  foreign  countries,  or  whether  substantial 
product  modification  would  be  required.  Com¬ 
panies  must  go  through  various  customs  require¬ 
ments,  documentation,  and  regulations  to  get  a 
product  out  of  the  U.S.  and  into  the  foreign 
country.  Business  owners  need  to  be  sure  they 
can  supply  the  quantity  a  foreign  buyer  wants  in 
uniform  and  sturdy  packaging. 

Once  a  company  makes  it  over  the  initial 
hurdles,  a  foreign  market  can  be  a  good  comple¬ 
ment  to  U.S.  sales.  For  example,  the  Celestial 
Seasonings  company  had  always  faced  a  slump 
during  the  summer  months,  when  people  didn’t 
drink  much  herbal  tea.  The  company  began  ex¬ 
porting  to  Australia.  Located  in  the  southern 
hemisphere,  Australia’s  seasons  are  opposite 
ours,  thus  providing  a  much-needed  alternative 
market  for  the  hot  teas. 

Although  direct  exporting  is  likely  to  be  the 
most  profitable  way  to  sell  abroad,  it  also  invol¬ 
ves  the  most  work.  Small  businesses  and  inex¬ 
perienced  exporters  may  want  to  investigate 
alternative  channels  of  distribution  which  are 
less  time-consuming.  One  such  option  is  "pig¬ 
gybacking":  selling  to  another  company  which  is 
engaged  in  direct  exporting.  In  fact,  some  com¬ 
panies  may  find  they  are  already  exporting  their 
product  without  knowing  it,  if  one  of  their  cus¬ 
tomers  uses  it  to  fill  an  overseas  contract.  In  pig¬ 
gyback  marketing,  the  exporting  company  takes 
all  the  risk  and  handles  all  the  exporting  details. 

Another  indirect  exporting  approach  is  to 
hire  an  intermediary  firm  to  find  foreign  markets 
and  buyers.  Export  Management  Companies 
(EMCs)  are  a  common  intermediary.  Over  2000 
EMCs  exist  in  the  U.S.  Most  of  the  EMCs  in 
the  U.S.  are  small  and  tend  to  specialize  in  cer¬ 
tain  products  and  foreign  markets.  This  means 
that  a  good  EMC  will  know  its  products  and 
markets  very  well  and  will  have  well-established 
networks  of  distributors  in  place.  This  im¬ 
mediate  access  to  foreign  markets  is  one  of  the 
principal  reasons  for  using  an  EMC.  The  trade¬ 
off  is  that  a  company  will  have  less  control  over 
its  foreign  sales  than  if  it  exported  directly.31 

One  note  of  caution.  Using  an  EMC  does 
not  alleviate  expansion,  management,  and  financ¬ 
ing  issues,  and  may  in  fact  aggravate  these  com- 
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mon  small  business  problems.  If  an  EMC  finds 
a  large  foreign  buyer  for  your  company’s 
product,  you  may  have  only  a  short  period  of 
time  in  which  to  meet  the  order. 

While  a  company  does  not  necessarily  have  to 
be  large  and  established  to  develop  overseas 
markets,  it  does  need  to  be  responsive  to  fluctua¬ 
tions  in  market  demand.  Colorado  Creative 
Crafts,  begun  in  Delta,  Colorado,  in  1986,  sells 
retail  and  wholesale  arts  and  crafts.  A  trip  to  an 
international  trade  show  less  than  a  year  after 
the  company  formed  brought  CCC  into  contact 
with  a  buyer  for  a  large  Japanese  department 
store.  The  buyer  placed  an  immediate  order,  fol¬ 
lowed  by  additional  large  orders.  His  interest 
caught  the  fledgling  company  off-guard.  With 
only  limited  shipping  experience  in  the  U.S.,  it 
suddenly  faced  packaging  and  paperwork  for  a 
foreign  country.  In  addition,  reliance  on  in¬ 
dividual  craftspeople  meant  that  a  large  order  — 
such  as  the  buyer’s  request  for  1,000  quilted 
frames  --  could  represent  a  year’s  work.  But 
CCC  found  a  shipper  in  Denver  who  handles  all 
administrative  tasks  and  encouraged  the 
framemaker  to  expand  her  operation.  Satisfied 
with  CCC’s  products  and  performance,  the 
Japanese  buyer  requested  samples  of  15-20  addi¬ 
tional  craftworks,  including  apple  wreaths,  soft 
sculptures,  and  ceramics. 

Numerous  overseas  opportunities  exist  for  an 
enterprising  business.  In  many  cases  the  lessons 
learned  can  also  help  a  business  expand  its 
domestic  market. 


Tourism 


Tourism  is  one  of  the  strongest  industries  in 
the  U.S.  In  1984,  travelers  spent  $234  billion, 
and  directly  generated  4.8  million  jobs.  Tourism 
can  be  an  important  contributor  to  local 
economies.  A  typical  tourist  dollar  turns  over 
four  to  ten  times  before  leaving  town.  Further¬ 
more,  tourism  particularly  benefits  small  busi¬ 
nesses.  Of  the  1.4  million  travel-related  business 
firms,  98  perent  are  classified  as  small  busi¬ 
nesses.  Other  interesting  facts  about  tourism  in¬ 
clude: 

•  Tourism  is  the  third  largest  retail  industry 
in  the  U.S. 

•  1  out  of  every  15  Americans  have  a 
tourism  job 

•  Tourism  is  1  of  the  top  3  industries  in  all 
50  states 

•  151  million  Americans  travel  each  year  for 
business  or  pleasure 

•  $270  million  are  spent  on  trips  of  100 
miles  or  more 

•  20  million  foreign  tourists  visit  the  U.S. 
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each  year. 

State  governments  are  recognizing  the 
tremendous  impact  tourism  can  have  on  a 
region’s  economy.  State  budgets  for  tourism 
have  increased  from  $53  million  in  1977  to  $234 
million  in  1987.33 

Destination  resorts  are  the  obvious 
beneficiary  of  tourist  spending.  However,  you 
don’t  need  to  be  a  destination  resort  to  capture 
the  tourist  dollar.  Silverthorne,  Colorado,  is  a 
small  town  of  1,600  people  located  in  the  heart 
of  Colorado’s  ski  country.  Although  it  has 
limited  accommodations  and  no  visitor  attrac¬ 
tions,  it  has  grown  and  prospered  as  a  regional 
service  center.  Fast  food  restaurants,  grocery 
stores,  and  other  convenience  outlets  are  visible 
from  the  interstate  and  accounted  for  over  $1.5 
million  in  retail  sales  in  1987.  The  relative  size 
of  the  commercial  sector  in  comparison  with  the 
permanent  residential  base  results  in  a  total 
retail-sales-per-capita  figure  of  nearly  $40,000. 
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This  compares  with  a  common  ratio  of  ap¬ 
proximately  $10,000  per  capita  for  the  Denver 
metropolitan  area.34 

Tourism  directly  benefits  local  business.  The 
direct  and  indirect  benefits  of  tourism  have 
been  documented  in  Jackson,  Wyoming.  "Fifty- 
six  percent  of  total  sales  in  the  area  resulted 
from  direct  tourism  expenditures  and  an  addi¬ 
tional  22  percent  resulted  from  the  indirect  ef¬ 
fects  of  income  generated  by  the  initial 
purchases,  for  a  total  of  78  percent  of  sales  due 
to  Tourism,"  according  to  the  Recreation  Exten¬ 
sion  Service  at  the  University  of  Missouri  at 
Columbia.35 

Tourism  has  an  added  benefit  of  increasing 
cultural  amenities  and  entertainment  for  local 
residents  as  well  as  visitors.  Restoration  of  the 
early  Swedish  settlement  in  Bishop  Hill,  Illinois, 
resulted  in  the  construction  of  restaurants  and  a 
bakery  in  the  town  of  200  citizens.  The  most 
pleasing  and  successful  tourism  promotions  are 
those  community  residents  enjoy  as  much  as 
visitors,  according  to  geographer  Alan  Lew  from 
the  University  of  Oregon.  Typically,  affordable 
events,  recreational  amenities,  fine  shops  and 
restaurants  can  be  developed  in  areas  benefiting 
from  tourist  trade.  For  example,  many  of 
Colorado’s  mountain  communities  with  popula¬ 
tions  of  under  2,500  boast  championship  golf 
courses.  Developed  to  attract  tourists  during  the 
off  season,  they  remain  a  popular  amenity  for 
local  residents. 


Improving  a  community’s  tourist  potential  in¬ 
volves  seeing  the  town  through  the  visitors’eyes. 
A  community  needs  to  think  about  its  acces¬ 
sibility. 

•  Are  there  good  roads,  with  good  signs  to 
the  town  and  its  attractions? 

•  How  well  does  the  nearest  airport  serve 
the  area?  Information  and  activities  need 
to  be  readily  available  to  the  tourist. 

•  Have  local  and  regional  activity  guides 
been  developed? 

•  Can  the  local  attractions  handle  an  influx 
of  visitors?  Local  business  needs  to  be 
prepared  to  handle  visitors. 

•  Are  there  enough  restaurants  and  hotels? 

•  Do  business  hours  meet  the  needs  of 
travelers? 

•  Have  employees  been  trained  to  help 
tourists? 

To  successfully  increase  tourism  appeal,  com¬ 
munities  need  to  understand  their  target  market 
and  develop  a  promotional  campaign.  Com¬ 
munities  also  need  to  have  something  to  sell. 
Single  attractions  or  a  renowned  destination 
does  not  guarantee  success.  There  needs  to  be  a 
package  of  attractions,  events,  and  amenities. 

Willcox,  Arizona,  used  some  simple  methods 
to  improve  its  tourist  appeal.  With  a  short 
visitor  questionnaire,  the  Willcox  Chamber  of 
Commerce  discovered  many  of  its  visitors  were 
from  the  rural  midwest.  The  tourists  liked 
Willcox’s  rural  atmosphere  and  its  setting  in 
Arizona’s  mild  climate.  This  information  led  the 
Chamber  to  concentrate  its  limited  tourism 
budget  on  attracting  rural  midwesterners.  It  ran 
a  "Spend  a  Fun  ‘Farmer’s  Holiday’  in  Sunny 
Arizona"  ad  in  a  midwest  farm  magazine.  As  a 
help  to  visitors,  the  Chamber  developed  a  self- 
guided  tour  of  area  farms  and  ranches  and  a 
"Stay  A  Day  in  Willcox"  packet  describing  local 
areas  of  interest.  Willcox’s  visitor  count  has  in¬ 
creased  each  year  as  Willcox  develops  new 
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promotional  strategies  to  market  its  rural 
qualities. 

A  little  creative  marketing  can  improve 
tourism  in  most  towns.  For  example,  a  Nebraska 
study  recently  evaluated  what  makes  highway 
travelers  stop.  Bathrooms  were  at  the  top  of  the 
list.  An  information  center,  museum,  and  other 
advertised  special  attractions  also  rated  high. 
Somewhat  surprisingly,  national  fast  food  chains 
ranked  far  down  on  the  list. 


Employee  Ownership 


Employee  ownership  is  another  successful 
method  communities  use  to  "Support  Existing 
Business,"  the  Economic  Renewal  Program’s 
second  principle.  There  are  about  a  thousand 
American  companies  in  which  workers  own  a 
majority  of  shares.  Another  10  million  workers 
in  about  7000  more  companies  own  some  shares, 
but  less  than  a  majority.  Given  the  4.5  million 
corporations  doing  business  in  America,  worker- 
owned  firms  represent  a  small  minority.  7  It  is 
predicted  by  Business  Week  magazine,  however, 
that  by  1990,  20  percent  of  all  firms  with  500  or 
more  workers  will  be  fully  or  partially  owned  by 
workers,  and  employee  ownership  may  involve 
25  percent  of  the  workforce  by  the  turn  of  the 
century. 


Examples  of  worker-owned  companies  in¬ 
clude  U.S.  Sugar,  Publix  Supermarkets,  Weirton 
Steel,  W.L.  Gore  &  Associates  (makers  of  Gore- 
Tex),  and  hundreds  of  taxi  companies,  bakeries, 
and  other  small  businesses  and  manufacturers. 
Studies  by  the  National  Center  for  Employee 
Ownership  and  the  New  York  Stock  Exchange 
concluded  that  firms  with  at  least  ten  percent 
worker  ownership  grew  faster  and  had  higher 
profits  than  those  without.39  Most  observers 
think  the  reason  for  such  success  is  that 
employee  owners  care  more  about  the  company 
and  work  harder  and  more  creatively  to  assure 
its  success. 


Franchises  remain  the  easiest  method  to 
achieve  employee  ownership.  Businesses  stand¬ 
ing  on  their  own  have  a  50  percent  failure  the 
first  year,  but  fewer  than  5  percent  of  franchised 
businesses  close  in  their  first  year  40  Becoming  a 


franchisee  can  be  the  safest  way  to  scratch  the 
entrepreneurial  itch.  Of  the  30,000  franchise 
outlets  expected  to  open  in  1988,  many  will  be 
owned  by  out-of-work  middle  managers  eager  to 
run  their  own  business.  Many  successful  owners 
of  franchise  establishments  claim  they  would  not 
be  successful  today  without  the  training  and  sup¬ 
port  provided  by  the  parent  company.  A 
franchised  business  provides  the  type  of  support, 
training,  and  financial  assistance  often  as¬ 
sociated  with  Business  Assistance  Centers  and 
business  incubators. 

In  a  few  instances,  employee  ownership  may 
be  an  alternative  to  plant  closure.  The  Library 
Bureau  (LB)  of  Herkimer,  New  York,  manufac¬ 
tures  and  supplies  library  furniture.  The  LB 
plant  started  up  in  the  Mohawk  Valley  shortly 
after  the  turn  of  the  century.  Under  the  owner¬ 
ship  of  the  Sperry  Rand  Corporation,  LB  grew 
to  become  the  largest  employer  in  Herkimer  Vil¬ 
lage.  When  Sperry  gave  Herkimer  one  year 
notice  of  its  plan  to  close  the  plant,  local  leaders 
began  immediately  to  seek  ways  to  buy  LB. 

More  than  200  employees  chipped  in  to  become 
30  percent  owners  of  the  firm.  The  balance  of 
the  multi-million  dollar  deal  came  from  3,500 
small  investors  throughout  the  valley  and  state. 
The  plan  saved  270  jobs  in  an  area  of  13.7  per¬ 
cent  unemployment  (compared  with  the  then  na¬ 
tional  figure  of  7  percent),  a  $3  million  annual 
payroll,  and  a  number  of  supporting  local  in¬ 
dustries.42 

Employee  ownership  offers  many  benefits, 
however,  of  the  techniques  discussed  to  "Sup¬ 
port  Existing  Business,"  employee  ownership  is 
often  the  most  capital-intensive  venture  and  re¬ 
quires  careful  set  up  if  a  business  is  to  succeed. 

In  1984,  garment  workers  employed  by  the  Sier¬ 
ra  Design  Company  in  Oakland,  California, 
were  told  that  the  firm  was  closing  its  15-year- 
old  manufacturing  facility.  At  the  time,  the 
sewing  shop  employed  75  people  producing  the 
company’s  line  of  high  quality  outdoor  gear. 

One  year  later,  32  of  the  75  employees  became 
owners  of  the  Rainbow  Workers  Cooperative, 
selling  their  wares  to  Sierra.  Through  a  col¬ 
laborative  effort  of  the  workers,  the  company, 
the  community,  and  state  and  local  governments, 
a  package  of  innovative  financial  arrangements 
helped  launch  the  co-op.43  However,  low 
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productivity  and  poor  management  resulting 
from  a  lack  of  business  assistance,  forced  the 
Rainbow  co-op  to  fold  within  its  first  year.44 
This  illustrates  the  need  for  careful  setup  and 
start-up  assistance  to  promote  sound  business 
skills  and  practices. 

Besides  franchises,  there  are  two  principal 
forms  of  employee  ownership  in  the  United 
States  —  Employee  Stock  Ownership  Plans 
(ESOPs)  and  worker  cooperatives  (co-ops). 
Both  can  be  utilized  either  to  restructure  an  ex¬ 
isting  firm  or  to  start  a  new  venture.  Coopera¬ 
tives  put  emphasis  on  "membership  rights"  and 
one-person/one-vote,  while  an  ESOP,  which  is 
really  a  special  type  of  trust  fund  that  receives 
favorable  considerations  under  the  U.S.  tax 
code,  emphasizes  stock  ownership. 

Employee  ownership  often  represents  a  last 
ditch  effort  by  troubled  firms  to  rescue  themsel¬ 
ves  by  giving  workers  stock  in  exchange  for  wage 
and  benefit  concessions,  or  by  offering  to  sell  the 
company  to  an  ESOP.  For  some,  ESOPs  have 
been  very  successful  in  retaining  jobs  and 
making  a  failing  business  profitable.  However, 
there  are  other  situations  where  the  prospect  of 


saving  their  jobs  has  lured  workers  into  investing 
in  non-viable  plants  in  declining  industries  at 
above-market  prices.  The  legal  complexities  of 
forming  an  ESOP  require  careful  analysis 
regarding  the  rights,  benefits,  and  viability  of  the 
ownership  plan. 

Worker  cooperatives  can  be  relatively  simple 
in  structure.  Several  national  support  services 
are  available  for  those  interested  in  forming  a  co¬ 
op.  The  Massachusetts-based  Industrial 
Cooperative  Association  is  a  nonprofit  consult¬ 
ing  group  that  provides  financial,  managerial, 
legal,  and  educational  assistance  to  groups  inter¬ 
ested  in  employee  ownership.  During  the  past 
eight  years,  ICA  has  worked  with  groups  of 
workers  and  managers  interested  in  starting  or 
buying  out  companies,  city  and  state  govern¬ 
ments  interested  in  employee  ownership  as  an 
economic  development  strategy,  and  trade 
unions  and  various  nonprofit  groups  interested 
in  using  co-ops  as  a  job  creation  strategy.45  The 
National  Cooperative  Bank  and  its  development 
finance  arm,  the  National  Cooperative  Bank 
Development  Corporation  in  Washington,  D.C., 
can  also  be  of  assistance.46 
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PRINCIPLE  #3:  Encourage  New  Enterprises 


Saving  community  resources  by  plugging  the 
leaks  and  supporting  existing  businesses  are  like¬ 
ly  to  be  a  community’s  best  economic  develop¬ 
ment  investment.  These  activities  will,  in  turn, 
provide  opportunities  and  ideas  to  create  new 
community  businesses.  While  application  of  the 
first  two  Economic  Renewal  Program  principles 
will  indirectly  result  in  new  business  oppor¬ 
tunities,  there  are  a  number  of  programs  that  are 
specifically  directed  toward  encouraging  new 
enterprise.  New  businesses  can  be  created  in  a 
community  by  making  the  best  possible  use  of 
the  community’s  labor  force,  infrastructure,  and 
other  identified  resources. 

Techniques  to  promote  new  enterprise  in  a 
community  fall  into  two  main  categories: 

•  Programs  that  use  the  community’s 
natural  resources  and  existing  infrastruc¬ 
ture  in  new  and  creative  ways. 

•  Programs  that  develop  and  support  a 
community’s  human  capital  --  the  talent, 


experience,  and  knowledge  of  the  resi¬ 
dents. 

The  programs  described  under  this  principle 
help  create  an  entrepreneurial  environment. 
This  means  putting  resources,  networks,  and  at¬ 
titudes  in  place  which  encourage  people  to  turn 
good  ideas  into  successful  firms.  A  project  that 
turns  a  vacant  building  into  a  facility  to  house 
and  support  a  number  of  small  businesses 
typifies  the  first  category,  while  a  project  that 
develops  and  markets  the  skills,  ingenuity,  and 
special  qualities  of  a  particular  area’s  workforce 
is  an  example  of  the  second  type  of  program. 

The  following  examples  suggest  methods  that 
some  communities  have  used  to  promote  new 
enterprise.  Programs  which  fall  under  the  first 
category  include: 

•  Increasing  the  Value  of  Local 
Products 

•  Business  Incubators 
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•  Adapting  Old  Buildings  to  New 
Uses 

The  second  category,  which  deals  with 
developing  human  capital,  includes: 

•  Entrepreneurial  Education 

•  Community  Relations 

Increasing  the  Value  of 
Local  Products 

Towns  should  focus  not  only  on  supporting 
their  existing  businesses,  but  also  on  developing 
strategies  to  add  value  to  existing  resources  and 
raw  materials.  Adding  value  can  make  exports 
much  more  profitable  for  both  the  producing 
firms  and  the  community.  A  community  can  add 
value  to  its  exports  in  a  number  of  ways.  The 
two  most  popular  methods  are  adding  value  by 
processing  a  raw  material  or  by  capitalizing  on 
the  skills  of  local  residents  to  develop  a  new 
product  for  export.  For  example,  if  an  area  now 
exports  raw  timber,  it  can  explore  businesses 
which  make  furniture  or  other  higher-value 
wood  products. 

The  Meadow  Creek  Project  in  Fox,  Arkansas, 
is,  among  other  things,  a  locally-based,  value- 
added  economic  development  effort.  It  started 
by  building  a  wood-powered  steam  sawmill.  In¬ 
stead  of  selling  raw  hardwood  timber  at  low 
rates,  as  was  typical  of  the  area,  the  high-quality 
wood  was  used  to  build  more  expensive 
products  like  gift  boxes  to  hold  bottles  of  locally 
made  jam. 


Meadow  Creek  has  also  encouraged  the 
planting  of  berry  patches  to  support  the  jam 
making  operation.  Returns  are  high,  because 
the  products  appeal  to  speciality  markets.  The 
program  has  been  able  to  increase  jobs  for  local 
people  while  reducing  the  total  amount  of  tim¬ 
ber  harvested,  thus  new  jobs  arc  created  while 
sustaining  local  resources.47  Adding  value  to 
local  products  often  simply  means  taking  fuller 
advantage  of  resources  already  in  place. 

Cross  Creek  Township,  Pennsylvania,  is 
another  rural  community,  population  1,704,  that 
has  successfully  revitalized  its  local  economy  by 
increasing  the  value  of  local  products.  Once  one 
of  the  country’s  top  sheep-raising  areas,  the  com¬ 
munity  decided  to  capitalize  on  its  sheep-raising 
tradition  by  establishing  a  wool  processing  plant. 
A  positive  feasibility  study  and  state  grant  led  to 
the  establishment  of  a  wool  mill.  Housed  in  a 
once  abandoned  community  center  built  in  the 
1930s  by  a  coal  company,  the  mill  produces  bat¬ 
ting  for  comforters  and  quilts'48 

The  development  of  an  efficient  corn  wet¬ 
milling  plant  in  Marshall,  Minnesota,  has  meant 
82  jobs  for  the  community  and  has  added  value 
to  the  corn  produced  by  1,200  area  farmers. 
Minnesota  Corn  Processors  (MCP)  is  a  coopera¬ 
tive  committed  to  adding  value  to  corn  by 
processing  it  into  corn  starch,  syrups,  corn 
gluten  feed,  and  meal  and  germ. 

According  to  one  of  the  co-founders  of  the 
cooperative,  "Being  able  to  earn  a  higher  net 
return  from  each  bushel  of  corn  without  depend¬ 
ing  on  government  programs  or  loans  was  a  key 
reason  why  farmers  in  southwest  Minnesota  ral¬ 
lied  around  the  idea  of  financing  and  building 
their  own  corn  wet-milling  plant."49  Access  to 
good  corn  markets  was  limited  by  distance  and 
the  high  cost  of  transportation,  making  south¬ 
west  Minnesota’s  corn  prices  the  lowest  in  the 
nation.  In  addition  to  adding  value  to  their 
product,  the  farmers  also  save  on  transportation 
costs.  It  was  estimated  that  to  ship  corn  to  Il¬ 
linois  or  Iowa  for  processing  and  to  ship  the 
starch  and  syrup  back  to  Minnesota  and  sur¬ 
rounding  states  cost  at  least  a  dollar  a  bushel. 

Often,  local  residents  can  add  value  by 
developing  community  skills.  In  Grants,  New 


ECONOMIC  RENEWAL  PROGRAM 


PAGE  27 


ROCKY  MOUNTAIN  INSTITUTE 


Mexico,  an  area  hit  by  large  mining  layoffs, 
Eddie  Pena  started  Sunwest  Indian  Art.  Sun- 
west  hired  six  Navajos  with  traditional  skills  to 
sandpaint  pots  and  pictures.  Within  several 
months,  Sunwest  employed  43  Indian  painters, 
ten  shop  and  production  people,  and  five 
management  and  sales  people.  With  continued 
growth,  Sunwest  projects  it  will  employee  200 
people.  These  jobs,  many  held  by  ex-miners, 
offer  gainful  employment  in  a  company  not  sub¬ 
ject  to  the  whims  of  distant  corporate  offices  or 
the  uncertainties  of  the  minerals  markets.50 
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Business  Incubators 


One  creative  solution  to  these  difficulties  is  the 
business  incubator. 

These  "hatcheries"  support  a  new  business 
through  its  early  stages  of  development.  The  in¬ 
cubator  concept  has  been  introduced  as  a  tool  to 
attract,  nurture,  and  help  entrepreneurs  turn  a 
good  business  idea  into  a  new  local  company. 
Although  the  idea  of  business  incubators  is  rela¬ 
tively  new,  its  success  has  been  impressive.  It  is 
estimated  that  85  percent  of  the  tenants  in  in¬ 
cubators  survive,  compared  to  the  national  new 
small  business  survival  average  of  only  15  per¬ 
cent. 

Although  owned  and  operated  by  diverse  in¬ 
terests,  business  incubators  generally  share  such 
features  as  a  multi-tenant  facility  offering  rents 
below  or  at  market  rates,  flexible  space  arrange¬ 
ments  and  leases,  centralized  services  and  equip¬ 
ment  (e.g.,  photocopying)  at  low  or  no  cost, 
business  assistance  and  training  programs,  easy 
access  to  pertinent  business  information,  finan¬ 
cial  assistance,  and  a  relatively  secure  environ¬ 
ment. 

Intended  to  be  a  temporary  environment,  the 
incubator  reduces  a  new  venture’s  vulnerability 
to  high  overhead  costs  and  initial  lack  of  busi¬ 
ness  skills.  As  these  businesses  expand  and 
move  on  to  their  own  quarters,  a  continuous 
revitalization  process  is  initiated,  spreading 
strong  businesses  throughout  the  community. 


A  new  business  has  to  be  efficient  and 
productive  to  prevail.  It  must  overcome  com¬ 
petitors  possessing  the  advantages  of  established 
business  habits,  facilities,  and  brand  names.  Na¬ 
tionally,  80  to  90  percent  of  new  firms  do  not  see 
their  fifth  birthday.51 

During  these  initial  years  that  a  company  is 
most  fragile  and  prone  to  failure,  the  company 
needs  business  and  financial  advice  that, 
however  essential,  is  often  not  affordable.  As  a 
rule,  an  entrepreneur  will  have  exhausted  all  per¬ 
sonal  resources  as  well  as  those  of  family  and 
friends  during  the  start-up  years.  Conventional 
sources  of  financing  are  unlikely  to  risk  loans  to 
a  small,  unproven  firm  with  no  track  record. 


Incubators  can  be  designed  for  a  number  of 
purposes.  Some  incubators  are  started  to  save 
or  reactivate  an  abandoned  facility,  putting  it 
back  on  the  tax  rolls.  Others  have  evolved  to 
promote  specific  types  of  businesses,  to  halt  the 
loss  of  businesses,  to  nurture  a  pool  of  potential 
growth  companies  through  equity  investments, 
or  to  meet  particular  local  employment  needs. 

If  your  community  wants  to  start  an  incubator 
facility,  don’t  make  the  common  mistake  of  over¬ 
looking  building  and  space  requirements.  Con¬ 
sider  the  following: 

•  What  type  of  incubator  are  you  develop¬ 
ing?  What  is  its  main  purpose? 
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•  What  types  of  businesses  do  you  want  to 
attract?  What  are  their  space  require¬ 
ments? 

•  Where  should  the  facility  be  located  (e.g., 
downtown,  edge  of  town,  near  interstate 
highway)? 

•  What  type  of  building  is  most  appropriate 
(e.g.,  new  warehouse  space,  historic  build¬ 
ing)? 

•  How  will  you  ensure  that  the  work  spaces 
stay  flexible  to  allow  for  the  incubation  of 
new  businesses  once  you  hatch  a  stabi¬ 
lized  business? 

In  Monmouth,  a  town  of  10,000  in  western  Il¬ 
linois,  a  former  hardware  store  was  renovated 
into  an  84,000  square-foot  incubator  to  house  25- 
30  firms,  including  service  businesses  and  light 
manufacturing.  The  Monmouth  project 
developed  a  unique  funding  mechanism  called 
"Join  Our  Business  Search"  (JOBS).  JOBS 
sought  support  much  like  a  door-to-door  United 
Way  campaign.  The  people  of  Monmouth 
responded  with  $21,000  for  the  incubator 
project.52 

In  Bennington,  Vermont,  population  8,600, 
the  Bennington  County  Industrial  Corporation 
(BCIC)  brought  ten  major  companies  to  the 
former  one-factory  town. 

In  1977,  before  the  term  "business  incubator" 
even  existed,  BCIC  renovated  an  old  mill  to 
house  various  small  businesses.  The  300,000 
square-foot  building  now  houses  22  firms.  The 
facility  provides  building  security  and  main¬ 
tenance,  loading  dock  facilities,  a  photocopier, 
and  access  to  a  time-sharing  computer  in  ex¬ 
change  for  rent. 

Businesses  generally  stay  between  one  and 
nine  months  before  moving  to  their  own  offices. 
In  its  first  eight  years,  BCIC  helped  create  250 
jobs.  Only  one  company  of  the  50  BCIC  assisted 
went  bankrupt.  BCIC  is  currently  rebuilding  an 
old  textile  mill  to  provide  250,000  square-  feet  of 
additional  incubator  space.53 


Rolla,  a  town  of  13,000  in  south  central  Mis¬ 
souri,  boasts  a  research  university  campus  and 
one  of  the  country’s  first  rural  high-tech  in¬ 
cubators.  The  for-profit  incubator,  associated 
with  the  University  of  Missouri-Rolla,  is  called 
Incubator  Technologies,  Inc.  (1TI).  High-tech 
entrepreneurs  locating  in  ITI  facilities  receive  of¬ 
fice  and  laboratory  space,  secretarial  and 
telephone  service,  business  plan  assistance,  and 
venture  capital  search  assistance.  Assistance 
that  ITI  can’t  provide  may  be  obtained  through 
the  university.  Currently  housing  two  busi¬ 
nesses,  ITI  is  expected  to  enhance  product 
development  for  new  industries  and  help  attract 
additional  entrepreneurs  and  private  financing 
to  the  Rolla  area  54 


In  Oklahoma,  Rural  Enterprises,  Inc., 
teamed  up  with  the  Kiamichi  Area  Vo-Tech 
Schools  to  develop  business  incubators  at  the 
area’s  four  vo-tech  centers.  This  approach  is  in¬ 
tended  to  provide  job  opportunities  for  vo-tech 
graduates.  The  incubators  provide  training  for 
their  businesses  and  offer  special  classes  to  fur¬ 
ther  develop  entrepreneurial  skills.  The  in¬ 
cubator  at  the  Atoka  campus  first  housed 
Audex,  Inc.,  an  electronic  assembly  firm  which 
employed  over  25  people  in  its  first  year.  A 
"Training  for  Industry"  program  run  by  the  Ok¬ 
lahoma  Department  of  Vo-Tech  Education  al¬ 
lowed  the  Atoka  campus  to  provide 
pre-employment  training  for  openings  with 
Audex  and  other  incubator  firms  55 
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Adapting  Old  Buildings 
to  New  Uses 


Abandoned  or  underused  buildings,  old  cul¬ 
tural  institutions,  schools,  or  medical  centers  can 
play  an  important  role  in  supporting  local 
development.  Vacant  facilities  might  yield  new 
schools,  hospitals,  retirement  apartments,  com¬ 
munity  adult  training  centers,  libraries,  prisons, 
or  business  incubators. 

In  Girard,  Pennsylvania,  population  2,600,  the 
Marx  Toy  Company  went  bankrupt  in  1982,  leav¬ 
ing  a  330,000  square-foot  building.  Knowing  the 
chances  of  attracting  a  large  corporate  tenant 
were  slim,  the  Girard  Area  Industrial  Develop¬ 
ment  Corporation  spent  one  million  dollars  to 
acquire  and  subdivide  the  facility.  Now  it  is 
filled  with  a  mix  of  new  and  relocated  locally- 
owned  small  businesses.56 


renovated  military  facilities.  These  reuse 
projects  demonstrate  how  the  renovation  of  ob¬ 
solete  facilities  can  help  establish  new  job-creat- 
57 

mg  enterprises. 

A  community  can  also  benefit  from  revitaliz¬ 
ing  historic  industries.  Industries  which  once 
relied  on  local  resources  may  have  died  out  be¬ 
cause  of  flaws  that  can  be  corrected.  If  the  basic 
resource  remains,  it  may  be  well  worth  a  town’s 
time  to  explore  new  uses  for  that  resource. 

Marble,  Colorado,  is  the  site  of  a  marble 
quarry  which  was  last  operated  in  1941.  This 
quarry  produced  marble  for  many  famous 
American  structures,  including  the  Lincoln 
Memorial  in  Washington,  D.C.,  and  the  largest 
chunk  of  monument-quality  marble  ever  quar¬ 
ried,  the  Tomb  of  the  Unknown  Soldier.  The 
quarry  business  is  not  likely  to  resume  in  Marble 
due  to  economic  problems  and  environmental 
prohibitions.  However,  sculptors  and  other 
enterprising  people  from  all  over  the  U.S.  use 
the  high-quality  soft  white  chunks  of  marble  still 
lying  around  the  area  to  create  art  and  marble 
products  such  as  wine  racks  and  paperweights. 
This  historic  resource  now  supports  a  growing 
sculpting  industry,  new  landowners,  a  summer 
tourist  industry,  and  has  enabled  the  town  of 
Marble  to  survive  the  loss  of  its  major  industry. 

Entrepreneurial 

Education 

Starting  a  new  enterprise  requires  specialized 
knowledge  in  many  fields.  Programs  that 
provide  support  to  a  small  business  or  help 
entrepreneurs  learn  all  that  is  required  to  start 
and  operate  a  new  business  are  ways  to  increase 
the  success  rate  of  new  ventures. 


Various  communities  have  taken  control  of 
abandoned  military  installations.  These  facilities 
have  become  economic  assets.  The  retirement 
village  in  Roswell,  New  Mexico,  a  modern  busi¬ 
ness  park  in  Spokane,  Washington,  the  Olympic 
training  center  in  Colorado  Springs,  Colorado, 
eight  four-year  colleges,  28  post-secondary  col¬ 
leges,  11  vo-tech  programs,  and  40  municipal  or 
general  aviation  airports  are  all  housed  in 


Any  successful  small  business  owner  will  tell 
you  a  good  idea,  hard  work,  and  access  to 
money  are  three  essential  ingredients  to  start  a 
profitable  business.  They  may  forget  to  tell  you 
that  there  are  a  few  skills  which  will  help  along 
the  way.  The  knowledge  and  skills  most  often 
needed  for  an  entrepreneur  to  succeed  include: 
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•  An  Ability  to  Listen:  Entrepreneurs  need 
an  open  mind.  They  need  to  learn  how  to 
take  criticism  from  other  professionals 
they  have  hired.  An  entrepreneur’s  sheer 
will  to  succeed  and  to  implement  his  or 
her  initial  ideas  often  prevents  the 
entrepreneur  from  heeding  well  sought 
out  advice. 

•  Previous  Experience  in  the  Type  of  Busi¬ 
ness  Being  Pursued:  An  entrepreneur’s 
success  rate  increases  proportional  to  his 
or  her  knowledge  in  the  field  most  related 
to  the  business  being  developed. 

•  Ability  to  Analyze  and  Evaluate  Oppor¬ 
tunities:  Potential  new  business  owners 
often  spend  too  much  time  investigating 
ill-conceived  business  opportunities, 
developing  business  ventures  with  im¬ 
proper  partners,  or  hiring  the  wrong 
people  to  provide  much  needed  advice. 
Entrepreneurs  who  have  been  educated  to 
analyze  opportunities  and  have  received 
training  on  hiring  employees  and  consult¬ 
ants  are  less  likely  to  waste  valuable  time 
and  can  move  forward  in  the  development 
of  their  business. 

•  Management  Skills:  Entrepreneurs  are 
weak  in  all  management  areas  —  finance, 
marketing,  and  administration.  Staff  ad¬ 
ministration  and  communication  are  often 
the  areas  requiring  the  most  training. 

•  Understanding  Where  to  Go  for  Help: 
Entrepreneurs  just  starting  out  need  lots 
of  information  on  topics  ranging  from 
liability  insurance  to  tax  reporting  to 
regulatory  requirements  imposed  by  both 
municipal  and  state  governments.  New 
companies  need  a  network  of  knowledge¬ 
able  lawyers,  accountants,  and  bankers 
willing  to  provide  support.  The 
entrepreneur  does  not  need  to  become  an 
expert  in  each  field,  he  or  she  just  needs 
to  know  what  resources  are  available  to 
help.59 


TRMTS  OF  THE 


One  model  for  meeting  many  of  the  needs 
mentioned  above  is  the  Massachusetts  Institute 
of  Technology  Enterprise  Forum.  This  univer¬ 
sity  based  program  provides  guidance  to 
entrepreneurs  and  young  businesses  that  are 
likely  to  have  a  high  growth  potential.  The  MIT 
program  now  coordinates  regular  meetings  in  12 
centers  across  the  U.S.  At  a  monthly  evening 
forum  in  each  of  these  areas,  the  Chief  Execu¬ 
tive  Officer  of  a  company  presents  his  or  her 
enterprise  to  four  or  five  panelists  with  expertise 
relative  to  the  new  company.  The  interactive  ses¬ 
sion  involves  the  panelists  and  audience.  The 
evening  also  includes  time  for  informal  socializ¬ 
ing,  often  leading  to  lucrative  business  deals. 
Presenting  companies  pay  a  $200  fee  for  the 
forum,  while  panelists  serve  for  free. 

Entrepreneurs  see  unemployment  as  a 
chance  to  be  a  job  maker  rather  than  a  job 
seeker.  Historically,  however,  policy  makers 
and  administrators  of  employment  and  training 
programs  in  the  U.S.  have  ignored  the  pos¬ 
sibilities  of  self-employment  training  for  un-  or 
under-employed.  Mainstream  Access,  Inc.,  in 
New  York  City,  focuses  on  helping  those  left 
without  a  job  because  of  a  change  in  a  whole  seg¬ 
ment  of  industry.  Mainstream  encourages 
entrepreneurial  development  by  teaching  dislo¬ 
cated  workers  to  rethink  their  image  of  themsel¬ 
ves  and  their  abilities.  Mainstream  believes  that 
developing  entrepreneurial  traits  —  moderate 
risk  taking,  an  ability  to  deal  with  uncertainty,  a 
long-term  outlook,  creativity,  persistence,  and 
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high  energy  —  is  more  important  than  task- 
specific  training  if  communities  are  to  meet  the 
challenges  of  structural  unemployment.60 

Hawaii  Entrepreneurship  Training  and 
Development  Institute  (HETADI)  believes  that 
entrepreneurs  can  be  created  through  educa¬ 
tion.  It  has  developed  a  three-phase  training 
program  to  turn  un-  and  under-employed  in¬ 
dividuals  into  self-employed  professionals.  The 
program  consists  of  150  classroom  hours  of  in¬ 
struction  in  entrepreneurial  character  develop¬ 
ment,  business  skills,  do-it-yourself  market 
research,  and  business  plan  presentation.  This 
is  followed  by  one  to  three  years  of  implementa¬ 
tion  support  which  includes  one-on-one  coun¬ 
selling,  internships,  and  employment  assistance. 
Initially  funded  by  federal  programs,  HETADI 
now  sub-contracts  its  work  on  a  fixed-fee  basis 
to  others  who  wish  to  offer  the  training. 

HETADI  sells  a  licensing  agreement  for  $295 
and  charges  a  small  royalty  for  each  copy  made 
of  the  four  manuals  it  provides.61 

Since  women  comprise  the  fastest  growing 
entrepreneurial  segment,  it  comes  as  no  surprise 
that  programs  are  springing  up  to  assist  them. 
Working  with  local  bankers  in  the  St.  Paul  area, 
Women’s  Economic  Development  Corporation 
(WEDCO)  provides  consulting,  training,  and 
referral  services  to  low-income,  unemployed  or 
underemployed  women  starting  or  operating 
their  own  businesses.  In  its  first  year,  WEDCO 
helped  start  93  new  firms,  persuaded  a  major  St. 
Paul  bank  to  include  day  care  expenses  in  work¬ 
ing  capital  loans,  and  began  its  own  seed  capital 
fund,  jointly  financed  by  foundations  and  the 
private  sector  62 

The  Entrepreneurship  Institute  (TEI)  in 
Columbus,  Ohio,  identifies  entrepreneurs 
through  a  marketing  campaign  directed  at  the 
characteristic  psychological  and  demographic 
traits  that  TEI  has  found  describe  the 
entrepreneur.  After  screening,  respondents 
with  enterprise  plans  attend  a  Community 
Entrepreneurial  Development  Forum  in  their 
area  to  receive  practical  information,  contacts, 
and  business  advice  from  local  financial,  legal, 
and  business  professionals.  Sixty-three  new  com¬ 
panies  and  585  new  jobs  have  resulted  from  such 
meetings  between  January  1980  and  June  1981. 


After  three  years,  90  percent  of  the  new  or  ex¬ 
panded  businesses  are  still  in  business.  The 
Entrepreneurship  Institute  has  also  set  up  an 
electronic  network  through  the  CompuServe 
data  base  offering  a  library  on  business  plans, 
financing,  marketing,  self-evaluation,  and  a 
nationwide  directory  of  organizations  which  as¬ 
sist  entrepreneurs.6 


Community  Relations 


A  community’s  attitude  toward  business,  how 


the  community  goes  about  solving  problems, 
leadership,  and  the  cooperation  among  different 
entities  has  a  profound  effect  on  business  ac¬ 
tivity  in  any  community.  The  number  of  new 
businesses  that,  start-up,  business  failure  and 
relocation  is  closely  related  to  these  complex 
community  relations.  Communities  that  have 
successfully  removed  barriers  to  business  start¬ 
up  and  those  that  have  developed  a  "can-do 
spirit"  have  shown  that  community  will  can  make 
a  difference  in  a  community’s  efforts  to  "En¬ 
courage  New  Enterprise,"  the  third  Economic 
Renewal  principle. 

Communities  that  are  willing  and  able  to  com¬ 
mit  time  and  resources  to  help  businesses  are 
likely  to  have  more  new  businesses  starting  up  in 
their  community.  "The  value  of  the  intangible, 
noneconomic  ‘can-do’  spirit  cannot  be  overes¬ 
timated."64 
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A  few  communities  have  structured  programs 
to  identify  and  resolve  start-up  problems  created 
by  local  governments.  The  particular  problem 
may  involve  zoning  conflicts,  a  need  to  alter  traf¬ 
fic  flow  patterns,  arrange  for  improved  services, 
or  acquire  public  financing  for  business  develop¬ 
ment. 

The  City  of  Santa  Maria,  California,  has  a 
program  that  emphasizes  cutting  red  tape  to  get 
companies  into  operation.  Typically,  it  reduces 
start  up  time  by  two  to  four  months.  The 
program  is  run  by  the  Santa  Maria  Valley 
Development,  Inc.,  a  nonprofit  organization  sup¬ 
ported  by  private  contributions  and  local  airport 
and  hotel  tax  revenues.  It  convenes  city  depart¬ 
ment  heads  to  discuss  the  needs  of  a  new  busi¬ 
ness  and  clear  paths  for  compliance  with  all 
codes.  The  city  also  designates  consultants  to  ex¬ 
pedite  construction.  This  technique  has  proven 
to  be  an  indirect  financial  incentive  for  new  busi¬ 
ness  locations.65 

Cottage  industries  represent  an  entrepre¬ 
neurial  economic  sector  not  normally  reached 
through  traditional  economic  development  ef¬ 
forts.  To  aid  this  growing  economic  sector,  the 
Minnesota  government  did  a  study  to  examine 
home-based  industries.  Results  of  this  work  led 
to  a  number  of  recommendations  for  changes  in 
state  policy  and  reoriented  the  work  of  existing 
agencies  to  increase  support  to  new  home-based 
ventures. 

Beaumont,  Texas,  hard  hit  by  the  decline  of 
the  oil  industry  coupled  with  a  government 
securities  scandal,  was  plagued  with  a  negative 
spirit  among  the  residents.  According  to  the 
mayor,  Beaumont  had  "an  angry,  negative 
citizenry,  fearful,  frustrated  and  mistrustful."66 
The  community  recognized  that  poor  civic 


image  was  hindering  the  community’s  economic 
development  efforts.  The  mayor  launched  an 
Economic  Development  Summit  that  was  aimed 
at  dealing  with  the  "human  side  of  economic 
development."  The  purpose  of  the  summit  was 
to  get  citizens  to  take  responsibility  and  a  role  in 
the  city’s  economic  development  efforts.  The 
summit  consisted  of  "open  houses"  in  six  loca¬ 
tions  featuring  prominent  people  who  could 
help  the  city.  Information  booths,  staffed  by  or¬ 
ganizations  contributing  action  strategies  to  the 
community  were  also  on  hand.  The  action  plans 
dealt  with  education,  quality  of  life,  tourism, 
finance,  business  development,  and  industrial  at¬ 
traction.  Beaumont  realized  that  a  community, 
like  a  business  or  individual,  is  judged  on  what 
citizens  say  and  do  and  how  they  look.  The  Sum¬ 
mit  was  a  way  to  bring  people  together  and 
foster  civic  pride.  The  Summit  resulted  in  sixty 
action  strategies  that  have  been  rolled  into  the 
city’s  community-wide  Economic  Action 
program.  The  Summit  created  a  community 
spirit  that  has  resulted  in  a  number  of  meaning¬ 
ful  programs.  Many  of  these  are  now  in  the 
process  of  being  implemented.  One  such 
program  is  called  "Diversi financing,"  a  phrase 
coined  by  the  mayor.  This  program  brings 
together  local  investors,  banks,  and  the  city  to 
make  low  cost  loans  to  local  businesses.  The 
program  links  long  term  insured  deposits  from 
public  spirited  local  investors  to  similar  term 
loans  for  job-creating  businesses  in  the  area. 

The  benefits  are  clear.  The  investors  get  a  low 
risk  investment  which  directly  benefits  the  local 
economy.  The  banks  turn  deposits  into  attrac¬ 
tively  priced  loans  to  local  business.  The  city 
reaps  the  economic  benefit  of  new  jobs  and 
sends  a  clear  message  to  the  public  that  the  city 
is  willing  to  do  what  ever  it  can  to  help 
Beaumont  businesses. 
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Principle  #4:  Recruit  Appropriate  New 
Businesses 


The  Economic  Renewal  Program’s  approach 
to  recruiting  focuses  on  local  resources.  To  suc¬ 
cessfully  recruit  new  business,  efforts  should  be 
directed  toward  capitalizing  on  resources  within 
the  community’s  control.  The  intent  behind  this 
fourth  Economic  Renewal  principle  is  to  help 
your  community  tailor  its  recruitment  strategy  to 
the  strengths  and  capacities  of  both  the  local 
and  regional  economies. 

Of  the  four  Economic  Renewal  principles, 
recruitment  is  the  least  predictable.  It  can  be 
highly  competitive  and  often  very  expensive,  re¬ 
quiring  upfront  funding  for  staff,  marketing, 
economic  research,  and  incentives.  Recruitment 
is  a  high  stakes  game  involving  most  of  the  larger 
cities  across  the  country.  Small  communities 
can  remain  competitive  in  this  game  but  to  do 
this  they  must  market  unique  local  resources 
rather  than  trying  to  "buy"  new  business  with 
financial  incentives.  This  is  not  necessarily  a  dis¬ 
advantage.  Experiences  across  the  country  have 


shown  that  new  businesses  that  relocate  based 
on  community  resources  are  more  responsive  to 
their  new  community.  These  are  the  firms  that 
can  create  lasting  jobs,  are  likely  to  do  well,  and 
will  enhance  the  community. 

The  Economic  Renewal  Program  suggests 
that  if  you  are  going  to  direct  community  efforts 
toward  recruitment  follow  these  simple  rules: 

1.  Develop  a  recruitment  program  in  concert 
with  one  or  more  of  the  other  three  Economic 
Renewal  Principles. 

2.  Identify  local  resources,  particularly  uni¬ 
que  assets,  that  might  interest  new  businesses. 

3.  Use  a  recruitment  strategy  that  seeks  to  at 
tract  small,  diverse  companies.  It  offers  more 
promise  than  one  which  seeks  a  single  large 
manufacturer. 
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4.  Competition  between  communities  for  new 
businesses  should  be  resource  based.  The 
results  gained  by  using  financial  inducements 
are  short  term  in  nature. 

5.  Ensure  that  the  benefits  of  recruiting  a 
new  business  outweigh  recruitment  costs. 

There  are  four  activities  recommended  by  the 
Economic  Renewal  Program  that  follow  these 
rules  to  achieve  better  success  in  recruiting  new 
business.  These  are: 

•  Target  for  Recruitment 

•  Establish  Recruitment  Goals 

•  Develop  Affordable  Incentives 

•  Recruit  Businesses  that  Have  a  Stake  in 
the  Community 

This  section  describes  these  four  activities 
and  some  of  the  issues  communities  need  to  con¬ 
sider  when  recruiting  new  businesses.  The  cases 
presented  illustrate  both  successful  as  well  as  un¬ 
successful  recruiting  efforts. 


Target  for  Recruitment 

Successful  recruiting  means  attracting  a  new 
company  that  utilizes  local  resources,  comple¬ 
ments  the  community,  does  not  involve  major 


costs  to  entice,  and  is  a  relatively  healthy  busi¬ 
ness  venture. 

Many  business  recruitment  programs  court 
the  large  Fortune  500  companies.  This  is  not  a 
likely  route  to  economic  success  for  a  small  com¬ 
munity.  On  average,  only  500  large  industrial 
firms  seek  a  new  location  or  open  a  new  facility 
each  year.  At  the  same  time,  some  30,000  com¬ 
munity  economic  development  organizations  are 
trying  to  recruit  a  new  company  for  their  town. 

Communities  competing  for  a  limited  number 
of  large  companies  enter  fierce  bidding  wars  in¬ 
volving  millions  of  dollars,  offers  of  free  land, 
water  and  sewer  hookups,  and  country  club 
memberships.  Few  small  communities  can  com¬ 
pete  on  this  basis.  Often  the  communities  that 
enter  these  wars  have  lost  sight  of  the  most  ap¬ 
propriate  targets  for  their  attention:  small  and 
medium-sized  firms  that  make  use  of  local 
resources.  Firms  that  locate  in  your  community 
to  capitalize  on  local  resources  or  to  utilize  a  uni¬ 
que  asset  are  businesses  that  will  make  a  lasting 
contribution  to  the  community.  You  have  some¬ 
thing  that  they  want.  Unlike  most  incentive 
packages  offered  to  lure  new  business,  local 
resources  are  lasting  incentives.  Encouraging 
companies  to  relocate  based  on  the  availability 
of  certain  resources  is  a  more  successful  recruit¬ 
ment  strategy  than  one  based  on  outbiding 
another  community. 

How  can  a  community  begin  to  target  the 
businesses  that  are  most  likely  to  be  interested  in 
its  unique  resources?  First,  a  community  needs 
to  identify  what  it  has  to  offer  that  is  better  than 
or  different  from  the  competition.  The  message 
must  then  be  packaged  for  delivery  to  com¬ 
panies  that  could  operate  profitably  and  happily 
in  the  community.  A  community  that  has  an  ex¬ 
cellent  quality  of  life,  for  example,  should  target 
firms  most  interested  in  that  asset.  Geography  is 
often  important.  A  centrally  located  town  within 
a  regional  market  or  even  altitude  can  be  em¬ 
phasized  as  a  unique  asset.  Montrose, 

Colorado,  was  successful  in  recruiting  Russell 
Stover  Candies  because  the  company  was  inter¬ 
ested  in  locating  in  any  community  over  5,000 
feet  in  altitude.  A  targeting  analysis  will  also 
help  to  identify  the  industries  less  compatible 
with  your  area’s  resources  and  needs.  These 
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kinds  of  firms  may  even  be  worth  discouraging 
should  they  come  knocking  on  the  door. 

One  approach  is  to  look  your  region’s  success¬ 
ful  and  growing  firms.  Not  only  are  these  firms 
most  likely  to  expand  to  new  locations  in  the 
area,  but  they  also  indicate  what  advantages  the 
area  offers  to  similar  businesses.  However,  be 
sure  to  examine  such  companies’  sales  volume, 
growth  rate,  and  profitability  to  obtain  a  com¬ 
plete  picture. 

The  Midwest  farming  community  of  Beatrice, 
Nebraska,  has  developed  a  recruitment  strategy 
linking  its  unique  assets  to  growth  industries. 
Beatrice  identified  its  special  assets  as  a 
geographic  location  that  maximizes  its  access  to 
coastal  time  zones  during  normal  business  hours 
and  well-educated,  highly  motivated,  part-time 
workers  from  farm  families.  Beatrice  identified 
growth  industries  as  research  and  development 
firms  and  information  services.  Nebraska’s 
reluctance,  until  recently,  to  fund  higher  educa¬ 
tion  did  not  might  not  accommodate  the  needs 
of  research  and  development  firms.  So  instead 
of  seeking  out  these  firms,  Beatrice,  keeping  its 
assets  in  mind,  pitched  itself  as  an  attractive  loca¬ 
tion  for  the  growing  telemarketing  industry.66 


Another  targeting  approach  is  to  review  the 
Standard  Industrial  Codes  (SIC)  published  by 
the  U.S.  Department  of  Commerce  to  identify 
fast-growing  industries.  Fast  growing  industries 
typically  display  characteristics  such  as  low  capi¬ 
tal  requirements,  easy  access  to  markets  and  sup¬ 
pliers,  and  resource  availability  67  One  caution: 
picking  winners  by  type  is  not  always  an  easy 
task.  Charles  Schultz,  as  Chairman  of  the  Coun¬ 
cil  on  Economic  Advisors,  noted  that  of  the  20 
fastest  growing  products  and  industries  during 
the  1970s,  only  five  were  predictable  in 
retrospect.  Vacuum  cleaner  and  utility  vehicle 
manufacturing  were  among  the  top  ten  growth 
industries.  The  industry  that  grew  the  most  was 
poultry  rearing.68  Few  would  have  picked  those 
winners. 

Some  recruitment  programs  target  their  ef¬ 
forts  by  seeking  firms  which  have  a  particular 
need  for  the  community’s  skilled  labor  force. 
Franklin  County,  Massachusetts,  is  an  area  ex¬ 
periencing  general  decline  of  once  prosperous 
subsidiary  plants  of  large  conglomerates. 

Workers  there  have  organized  a  recruitment 
strategy  based  on  marketing  the  one  local 
resource:  machine  trade  workers.  With  funding 
from  the  Job  Training  Partnership  Act  (JTPA), 
the  Machine  Trades  Action  Project  was  born. 
MTAP  has  worked  to  enhance  local  marketing 
efforts.  A  marketing  brochure  on  the  skills,  in¬ 
genuity,  and  special  qualities  of  the  workforce 
was  distributed  to  firms  interested  in  relocating 
to  the  area.  Since  state  statistics  showed  that  94 
percent  of  all  the  industrial  expansions  in  Mas¬ 
sachusetts  in  1983  were  by  in-state  firms,  MTAP 
targeted  the  healthy  and  expanding  businesses  in 
the  eastern  part  of  the  state.  These  businesses 
were  encouraged  to  set  up  satellite  production 
operations  or  to  establish  sub-contracting  arran¬ 
gements  with  Franklin  County  firms.69 

The  state  of  South  Carolina  is  using  a  com¬ 
bination  of  industrial  marketing  and  micro- 
economic  analysis  in  an  effort  to  target 
relocating  businesses.  When  the  Sunbeam  Ap¬ 
pliance  Co.  announced  closure  of  its  Denmark, 
S.C.,  plant,  nearly  300  jobs  were  on  the  line.  The 
physical  plant  was  in  good  condition,  more  land 
was  available,  workers  were  already  trained, 
financial  records  were  available,  management 
was  in  place,  and  the  community  was  supportive. 
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The  governor’s  "Rapid  Response  Team"  swung 
into  action,  investigating  industry  trends  for 
products  that  required  the  types  of  skills  and 
facilities  available  at  Sunbeam.  It  came  up  with 
three  possible  groups  of  industries,  evaluated 
them,  and  then  approached  three  out-of-state 
companies  about  moving  into  the  Sunbeam 
plant.  A  faucet  and  pipe-fitting  manufacturer 
employing  160  people  eventually  moved  into  the 
building.  This  approach  can  be  adapted  by  any 
community  where  the  State’s  economic  develop¬ 
ment  agency  is  equipped  to  assist  a  well-coor- 
dinated  community  request. 

Establish  Recruitment 
Goals 

To  design  a  business  recruitment  strategy,  a 
community  must  determine  what  its  goals  are 
and  evaluate  potential  industries  accordingly. 

At  minimum,  a  recruitment  strategy  should  in¬ 
clude  specific  goals  for:  employment,  business 
opportunities,  community  growth  and  character, 
public  services  and  facilities,  and  the  environ- 


Employment  goals  should  address  the  issue 
of  jobs.  Most  communities  involved  in  recruit¬ 
ing  new  business  are  chasing  jobs.  However,  it  is 
not  enough  to  say  you  want  more  jobs  for  your 
community.  Chadron,  Nebraska,  an  isolated 
town  of  6,000  people,  experienced  a  job  boom  in 
the  mid  1980s.  The  boom  was  a  result  of  a  freak 


hail  storm  that  damaged  nearly  every  building  in 
town.  Twenty-four  million  dollars  in  improve¬ 
ments  were  financed  by  insurance  settlements. 
Construction  workers  kept  the  motels  full  and 
pushed  consumer  spending  along.  However, 
this  increase  in  jobs  was  only  temporary  and  did 
not  employ  local  residents.  While  it  helped  the 
local  economy  for  a  few  months,  this  type  of  job 
creation  did  not  meet  a  long  term  community 
goal  of  economic  diversification. 

When  setting  employment  goals  consider  the 
size  of  firm  you  wish  to  attract,  the  kind  of  jobs 
do  you  want  to  create  —  permanent  or  tem¬ 
porary,  skilled  or  unskilled  —  and  whether  you 
are  interested  in  firms  that  hire  local  residents 
or  attract  new  people  to  the  community. 

Recruitment  Goals:  Business 
Opportunities: 

A  good  recruitment  strategy  will  also  take 
into  account  the  types  of  business  opportunities 
that  are  created  or  lost  by  efforts  to  attract  out¬ 
side  industry.  For  example,  the  location  of  a 
labor-intensive  fish  processing  plant  along  the 
north  shore  of  the  Massachusetts  coast  created 
new  business  opportunities  for  existing  firms. 
Virtually  all  the  fish  are  purchased  locally.  Each 
fish  processing  job  resulted  in  direct  and  in¬ 
direct  purchases  supporting  about  eight  addi¬ 
tional  jobs.72  Conversely,  luring  a  major 
discount  department  store  into  a  small  town 
could  have  two  different  impacts.  Smaller  local 
businesses  may  not  be  able  to  compete  due  to 
price,  selection,  and  outdated  business  prac¬ 
tices.  On  the  other  hand,  the  large  store  could 
attract  more  people  to  town  who  will  shop  at 
both  the  major  discounter  and  the  community’s 
smaller  retail  establishments. 

Decide  upfront  whether  you  wish  to  recruit 
new  businesses  that  might  displace  or  directly 
compete  with  existing  businesses.  You’ll  also 
need  to  clarify  whether  or  not  you  want  to  at¬ 
tract  firms  that  generate  labor  and  business  in¬ 
come  from  the  sale  of  goods  and  services 
outside  the  community’s  boundaries.  This  is 
referred  to  as  "basic  industry,"  and  can  lead  to 
the  creation  of  local  business  opportunities. 
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This  reinforces  Economic  Renewal  principle  #3 
—  Encourage  New  Enterprise. 

You  might  also  wish  to  develop  a  recruitment 
strategy  that  is  aimed  at  attracting  firms  that  can 
produce  goods  or  services  that  the  community 
currently  purchases  outside  the  community, 
thereby  "Plugging  the  Leaks,"  Economic 
Renewal  Principle  #1. 


where  no  one  locked  their  doors  to  a  small  city 
with  increased  amenities,  conveniences,  and 
locked  doors.  Anticipated  changes  in  com¬ 
munity  character  and  growth  can  be  positive. 
Unanticipated  changes  can  prove  disastrous. 
You  should  develop  specific  goals  concerning 
the  community’s  growth  and  what  type  of  chan¬ 
ges  in  community  character  are  acceptable  or 
even  desirable. 


Recruitment  Goals:  Community 
Growth  and  Character 


FHT=T>  MILLS 
GENERAL 
■STORE" 


If  your  community  decides  to  recruit  outside 
businesses,  thought  must  be  given  to  how  new  in¬ 
dustry  will  effect  growth  in  the  community  and 
the  community’s  character.  The  relocation  of  a 
few  small  businesses  may  have  little  impact  on 
community  character.  However,  the  recruit¬ 
ment  of  a  large  manufacturing  facility  will  sig¬ 
nificantly  change  the  community’s  character  and 
its  growth  patterns.  In  1985,  Spring  Hill,  Ten¬ 
nessee,  became  the  site  for  a  new  $3.5  billion 
General  Motors  complex.  The  new  plant 
created  20,000  jobs  in  a  county  of  51,700  resi¬ 
dents,  resulted  in  acres  and  acres  of  new  hous¬ 
ing,  more  schools,  new  highways,  and  new 
shopping  centers.  Such  explosive  growth  has  left 
the  area  with  much  to  think  about.  Before  the 
plant  was  built,  Spring  Hill  had  only  two 
policemen  and  a  volunteer  fire  department.  The 
community’s  character  changed  from  a  place 


Consider  how  fast  do  you  want  the  com¬ 
munity  to  grow.  The  growth  rate  can  significant¬ 
ly  effect  how  the  community  accepts  change. 
Before  initiating  your  recruitment  campaign, 
determine  how  much  growth  is  acceptable.  The 
amount  of  growth  can  be  expressed  in  terms  of 
number  of  people  or  by  the  triggering  of  certain 
events  --  the  addition  of  a  traffic  light,  a  new 
school,  a  shopping  center.  "We  would  like  to 
grow  to  a  size  that  allows  the  community  to  sup¬ 
port  a  shopping  center,"  is  an  example  of  explain¬ 
ing  growth  by  the  triggering  of  a  particular 
event.  It  is  important  to  also  realize  that  recruit¬ 
ing  new  businesses  will  bring  about  social  chan¬ 
ges.  Think  about  how  residents  interact,  cultural 
opportunities,  security,  and  the  type  of  people 
that  live  or  might  be  attracted  to  the  community 
if  recruitment  efforts  are  successful. 

The  town  of  Scotts  Valley,  a  little  town  in  the 
mountains  near  California’s  famous  Silicon  Val¬ 
ley,  is  an  example  of  a  town  that  has  reorientated 
its  recruitment  efforts  after  experiencing  rapid 
and  unplanned  growth.  In  1981,  a  computer 
company  came  to  Scott’s  Valley.  Although  some 
residents  were  angered  by  the  flurry  of  develop¬ 
ment  that  accompanied  the  new  industry,  in 
general,  optimism  was  contagious.  Hundreds  of 
locals  were  hired.  Office  space  filled,  sparking  a 
building  boom  that  quadrupled  the  town’s  com¬ 
mercial  space. 

Everything  seemed  great  until  suddenly  the 
volatile  personal  computer  company  went 
bankrupt.  Five  hundred  people  were  laid  off  in 
one  morning.  The  town’s  new  office  space  sud¬ 
denly  was  vacant. 

A  member  of  the  city  council  who  had  sup¬ 
ported  an  unsuccessful  growth-management  bal¬ 
lot  question  during  the  boom,  was  elected  mayor 
after  the  bust.  She  had  argued  that  a  small  town 
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of  7,200  simply  didn’t  have  the  public  and 
private  facilities  to  meet  the  demands  of  large- 
scale  industry.  She  said,  "It’s  an  exciting, 
gregarious  industry.  But  it  grows  exponentially. 
A  little  community  can’t  handle  it,  especially  if  it 
doesn’t  have  a  plan." 

Collapses  of  the  sort  that  hit  Scott’s  Valley 
can  cause  significant  disruption  in  small  towns. 
Support  businesses  fail.  A  large  percentage  of 
the  workforce  is  left  unemployed.  Sales  tax 
receipts,  the  primary  source  of  municipal 
revenue  for  some  communities,  significantly 
decline.  A  general  sense  of  failure,  of  economic 
and  emotional  depression,  can  take  over.  Rapid 
or  unplanned  growth  can  cause  too  much 
change  in  the  social  and  economic  makeup  of 
the  community. 

A  more  realistic  approach  is  to  prepare  for 
growth  while  developing  your  recruitment 
strategy.  Community  residents  need  not  be  over¬ 
whelmed  by  inappropriate  development. 

Rather,  community  leaders  with  an  under¬ 
standing  of  the  community’s  inherent  strengths 
can  use  their  enthusiasm  and  community  spirit, 
to  attract  appropriate  new  enterprise. 


Recruitment  Goals:  Public 
Services  and  Facilities 

To  successfully  recruit  new  businesses  many 
communities  have  found  it  necessary  to  provide 
incentives.  Recruitment  teams  think  a  lot  about 
financial  assistance  and  site  or  building  induce¬ 
ments.  Common  subsidies  include  gifts  of  land, 
buildings,  and  infrastructure  improvements 
financed  and  implemented  by  the  local  govern¬ 
ment.  Sometimes  governments  offer  direct 
financial  aid.  However,  the  public  services  and 
facilities  most  often  mentioned  as  necessary  to  a 
successful  recruitment  effort  include  adequate 
water  and  sewer  lines,  good  transportation, 
electricity  and  phone  service,  and  an  excellent 
school  system.  Improving  these  services  can  be 
very  costly. 

A  community  should  carefully  assess  what  it 
is  willing  to  provide  in  the  way  of  public  services 
and  facilities.  Making  infrastructure  improve¬ 


ments  is  a  common  commitment  that  can  have 
long  term  consequences  that  effect  the  entire 
community.  This  issue  should  be  addressed 
before  you  have  a  new  business  on  the  line,  not 
during  the  negotiation  process. 


Recruitment  Goals:  The 
Environment 


A  recruitment  strategy  needs  to  also  develop 
environmental  goals.  Most  communities  are 
looking  for  "clean"  industry.  Yet  as  local 
economies  decline,  some  communities  have  con¬ 
sidered  attracting  a  new  business  that  harms  the 
environment.  Civic  leaders,  facing  revenue 
shortfalls,  reason  that  attracting  such  firms  may 
be  permissible  in  the  short  run  because  the  trade 
off  is  high  paying  jobs  for  community  residents. 
The  question  that  every  community  leader  must 
address  when  they  enter  the  recruitment  game  is 
what  are  you  willing  to  give  up  in  order  to  attract 
a  new  business?  For  example,  will  you  accept 
new  businesses  that  increase  noise  or  vibration 
levels?  Will  you  allow  hazardous  or  polluting  in¬ 
dustries  as  long  as  they  meet  state  and  federal 
regulations?  Environmental  change  is  long 
term.  How  long  term  is  the  economic  recession 
in  the  community? 
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Traditional  incentives  fall  in  three  categories: 
financial  assistance,  real  estate,  and  infrastruc¬ 
ture.  The  importance  of  these  incentives  to  busi¬ 
ness  location  decisions  has  been  difficult  to 
assess.  Few,  if  any,  businesses  relocate  based 
solely  on  financial  incentives.  Most  businesses 
do  admit,  though,  that  all  other  resources  being 
equal,  they  would  certainly  chose  the  community 
offering  financial  incentives  over  a  community 
that  did  not  offer  them.  Of  the  10  most  impor¬ 
tant  locational  factors  companies  look  for  in 
relocating  their  headquarters,  incentives  are  7th 
on  the  list.  If  the  company  is  looking  for  a  plant 
or  subsidiary  location,  incentives  fall  to  12th  on  a 
list  of  15  items.  Labor,  infrastructure,  business 
ethics,  and  the  community  environment  rank 
above  incentives.73 
• 

Community  leaders  view  incentives  in  dif¬ 
ferent  ways.  Communities  that  have  offered  in¬ 
centives  to  lure  business  are  convinced  that 
incentives  have  made  a  big  difference.  There  is 
little  evidence  to  support  this  claim.  In  fact, 
studies  indicate  that  labor  related  issues  (good 
labor-relations,  availability  of  skilled  work  force, 
low  rate  of  unionization,  and  strong  work  ethic) 
are  much  more  important  for  companies  seeking 
either  to  move  their  headquarters  or  open  a  sub¬ 
sidiary  location.74  Other  high  ranking  non-finan- 
cial  factors  influencing  locational  decisions 
include:  good  transportation  for  business  travel, 
available  housing  for  employees,  community 
safety,  recreational  opportunities,  relatively  low 
cost  of  living,  "can-do  spirit"  on  the  part  of  com¬ 
munity  leaders,  lack  of  government  red  tape, 
rich  cultural  environment,  and  nice  climate. 

Reliance  on  incentives  results  in  bidding  wars 
where  towns  strive  to  offer  the  largest  tax  break 
or  revenue  bond.  Ironically,  such  direct  finan¬ 
cial  assistance,  particularly  those  that  cost  the 
tax  payer  more,  seldom  proves  to  be  cost-effec¬ 
tive  over  the  long  run.  Tax  breaks  to  incoming 
firms  are  paid  for  by  higher  taxes  throughout  the 
community.  This  can  increase  the  burden  on  ex¬ 
isting  businesses  and  cause  community  resent¬ 
ment.  In  1986,  Lafayette,  Indiana,  was  selected 
as  the  site  of  an  Isuzu-Fuji  car  and  truck  plant 
over  numerous  other  cities.  Lafayette  con¬ 


tributed  tax  breaks,  land,  and  other  incentives 
valued  at  over  S86  million  to  secure  the  $480  mil¬ 
lion  plant.  With  an  expected  employment  base 
of  1,700  people,  the  City  of  Lafayette  paid 
$50,588  for  each  job.75 

There  is  little  guarantee  that  a  generous  in¬ 
centive  package  will  produce  the  hoped-for 
results.  Historically,  many  businesses  which 
received  incentives  have  not  been  held  account¬ 
able  to  follow  through  on  commitments  about 
the  total  number  of  jobs,  local  hiring,  or  dura¬ 
tion  of  operations.  Chicago,  Illinois,  provided 
Playskool,  Inc.,  with  a  $1  million  industrial 
revenue  bond  based  on  the  promise  that  the 
company  would  create  400  jobs.  The  plant 
closed  four  years  later.  Unlike  many  com¬ 
munities,  Chicago  demanded  some  degree  of  ac¬ 
countability.  The  city,  through  a  landmark, 
out-of-court  settlement  agreement,  had  the 
plant  stay  open  an  extra  10  months,  provide  a 
job  placement  program,  and  provide  $50,000  in 
funds  for  laid-off  workers.76  A  recent  study  of 
ten  communities  concluded  that  subsidized 
projects  had  dubious  benefits.  Job  creation  was 
expensive,  jobs  were  primarily  entry  level  and 
dead-end,  and  a  small  percentage  of  local  resi¬ 
dents  were  hired.  The  primary  benefits  of 
development  went  to  such  outsiders  as  cor¬ 
porate  investors,  highly-skilled  imported 

77 

workers,  and  commuters. 

For  communities  with  limited  resources  there 
are  some  effective  alternatives  to  traditional  in¬ 
centives.  First,  the  best  type  of  assistance  is  to 
be  responsive  to  the  needs  of  new  business. 

Can  you  commit  the  time  and  locate  the  neces¬ 
sary  resources  to  help  a  new  business  prospect 
answer  its  questions?  The  right  attitude  is  also 
important.  Show  the  prospect  that  it  would  be 
welcome  in  the  community.  It’s  not  enough  that 
the  local  chamber  director  and  a  local  banker  en¬ 
courage  new  business.  Elected  officials,  the 
newspaper,  government  staff,  and  business 
people  need  to  demonstrate  their  commitment 
to  the  recruitment  effort.  For  example,  the  com¬ 
munity  might  offer  its  educational  facilities  to 
help  establish  a  job  training  program.  Providing 
market  study  assistance,  or  matching  the  new 
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business  with  local  financing  at  a  low  interest 
rate  may  help  demonstrate  the  community’s 
unified  interest  in  attracting  a  company. 

Another  non-financial  incentive  that  works  is  to 
stress  the  attractive  business  environment. 

Many  businesses  place  emphasis  on  finding  a 
location  which  offers  a  high  quality  of  corporate 
and  personal  life.  They  look  to  communities 
that  have  a  stable  regulatory  regime  to  ensure 
that  investments  are  protected.  A  strong  and 
growing  firm  has  to  succeed  in  the  location  it 
chooses  long  after  most  financial  incentives  are 
gone.  Studies  indicate  that  once  the  location 
decision  has  been  narrowed  to  several  prospec¬ 
tive  communities,  the  choice  is  likely  to  hinge  on 
top  management’s  concept  of  the  community’s 
relative  quality  of  life.  Quality  of  life  is  often 
many  times  more  of  an  inducement  than  finan¬ 
cial  incentives.  According  to  one  Fortune  500 
executive  "realistically,  the  reigning  CEO  makes 
the  choice  for  his  convenience  —  the  rationaliza¬ 
tion  follows.  For  those  who  disagree  --  the  naive  - 
-  examine  the  moves  of  many  large  companies 
and  the  background  of  a  strong  CEO."7 

Another  important  non-financial  incentive  is 
educational  assistance.  Studies  have  shown  that 
location  decisions  of  fast-growing  smaller  firms 
are  more  apt  to  be  influenced  by  labor  skills 
than  cost.79  High-tech  industries  of  all  sizes  are 
quite  concerned  with  skill  availability  and  other 
knowledge-oriented  characteristics.  A  recent 
survey  of  Fortune  500  companies  asked  what  cor¬ 
porations  value  in  the  location  of  a  new  physical 
facility  as  compared  to  a  new  headquarters 
facility.  The  availability  of  a  skilled/educated 
work  force  ranked  second  in  both  categories.80 
A  community  without  a  well-trained  labor  force 
or  the  ability  to  train  workers  will  find  it  difficult 
to  attract  and  retain  new  businesses.  On  the 
other  hand,  a  community  with  the  ability  to 
provide  vocational  training,  an  educational  en¬ 
vironment  to  advance  employee  skills,  and  other 
educational  assistance  will  be  an  attractive  place 
for  new  and  existing  businesses. 

The  School  of  Vocational-Technical  Educa¬ 
tion  at  Lewis-Clark  State  College  in  Lewiston, 
Idaho,  has  developed  an  innovative  educational 
program.  The  Return  to  Industry  program 
enables  school  instructors  to  stay  up-to-date  by 


encouraging  them  to  work  in  their  professional 
fields  for  the  summer.  Supported  by  school 
stipends  which  are  matched  by  the  state,  instruc¬ 
tors  say  the  program  upgrades  their  skills  and 
helps  them  develop  a  more  realistic  perspective. 
The  program  has  yielded  other  benefits.  It  has 
helped  foster  better  connections  between  school 
programs  and  local  industry.  Donations  to  the 
school  have  improved  since  programs  reflect  in¬ 
dustry  needs  better.  Placement  of  students  has 
also  improved.81 

Finally,  a  community  should  ask  what  sort  of 
incentives  it  can  offer  a  firm  at  no  direct  cost  to 
the  community.  Marketable  financial  incentives 
that  don’t  deplete  community  funds  but  save 
business  money  in  the  long  run  include:  low 
regional  labor  costs,  a  lower  cost  to  do  business 
compared  to  central  city  location  (e.g.,  cost  of  of¬ 
fice  space,  employees  transportation  cost),  a 
wide  range  of  affordable  housing,  and  a  money 
saving  geographic  location  (e.g.,  close  to  a  well 
positioned  airport  to  save  on  business  travel, 
close  to  market  resources). 


If  you  decide  to  offer  traditional  economic 
development  incentives,  it  is  important  to  be 
knowledgeable  about  the  tools  available  and  to 
deliver  on  your  promises.  To  attract  a  particular 
business, some  communities  tap  into  state  and 
federal  government  incentives.  However,  if 
these  incentives  can  not  be  delivered  quickly  and 
without  controversy,  they  may  not  be  effective. 

A  toy  manufacturer,  attempting  to  move  its 
manufacturing  facilities  out  of  Mexico  and  into 
Colorado  near  its  corporate  headquarters,  was 
promised  certain  grants  and  loans  by  the  com- 


ECONOMIC  RENEWAL  PROGRAM 


PAGE  41 


ROCKY  MOUNTAIN  INSTITUTE 


munity  it  chose  to  move  to.  Confusion  in  the 
community  regarding  state  contributions  as  well 
as  misrepresentations  by  the  company  resulted 
in  a  now  bankrupt  business  and  a  perception  in 
some  circles  that  the  community  cannot  success¬ 
fully  help  businesses  wishing  to  relocate. 

Before  a  community  offers  any  incentive  to 
any  business,  it  first  needs  to  determine  what 
types  of  incentives  it  can  afford.  Financial  incen¬ 
tives  have  a  direct  impact  on  community  finance. 
Is  the  community  willing  and  able  to  put  up 
these  type  of  inducements?  Do  you  have 
enough  money  to  play  the  financial  incentives 
"game"?  Understand  that  there  are  other  incen¬ 
tives  to  offer  besides  money.  Citizens  of  the 
community  might  help  civic  leaders  in  providing 
assistance  in  answering  business  questions. 
Demonstrating  a  unified  community  attitude 
and  a  willingness  to  accommodate  new  business 
can  help  considerably.  Promoting  an  exception¬ 
al  quality  of  life,  educational  assistance,  or  lower 
business  costs  have  worked  for  many  small 
towns. 

Once  your  community  has  determined  what 
type  of  incentives  it  can  afford,  incentive  options 
can  then  be  evaluated  for  the  targeted  business. 
Look  for  the  best  fit  between  the  community’s 
characteristics  and  the  business  to  be  supported. 
Analyzing  the  true  cost  of  an  incentive  will  help 
a  community  make  the  investments  that  best 
promote  its  overall  welfare. 

A  final  word  about  incentives.  If  incentives 
are  to  be  offered  to  outside  interests,  they 
should  be  offered  to  existing  firms  or  potential 
new,  local  enterprises  as  well.  Not  only  will  this 
limit  political  controversy,  an  important  con¬ 
sideration  when  recruiting  new  business,  it  may 
promote  economic  renewal  by  retaining  an  im¬ 
portant  employer,  expanding  a  successful  local 
business,  or  supporting  a  promising  community 
venture. 


Recruit  Businesses  That 
Will  Have  a  Stake  in  the 
Community 

A  key  issue  in  any  economic  development  ef¬ 
fort  is  ownership.  The  owners  of  a  business  have 
the  ultimate  decision-making  power.  Their  in¬ 
volvement  with  and  commitment  to  the  com¬ 
munity  will  be  key  indicators  of  the  extent  to 
which  the  community’s  welfare  will  enter  into 
their  decisions.  Transplanted  business  that 
move  without  the  company  president  or  are  ab¬ 
sentee  operations  are  likely  to  feel  less  com¬ 
munity  loyalty  than  a  locally  owned  and 
operated  business.  Companies  that  have  made  a 
commitment  to  the  community  tend  to  stay 
longer,  with  loyalty  growing  over  time. 

Any  community  recruiting  a  business  that  is 
not  locally-owned  needs  to  weigh  that  business’ 
contribution  to  the  community.  Locally-owned 
firms  tend  to  be  more  responsive  to  the  com¬ 
munity  and  to  reinvest  more  of  their  profits  local¬ 
ly.  If  a  locally-owned  business  grows,  it  tends  to 
expand  its  operations  within  the  community.  A 
good  base  of  locally-owned  independent  busi¬ 
nesses  acts  as  a  buffer  to  cyclical  national 
economic  fluctuations.  Research  has  shown  that 
small  businesses  tend  to  retain  employees  and 
remain  in  business  during  recessions,  somewhat 
moderating  wide  fluctuations  in  larger  firms 
during  economic  downturns.82  Local  owners 
have  a  greater  stake  in  riding  out  downturns 
than  absentee  owners,  according  to  a  report  by  a 
Congressional  Small  Business  Committee. 

In  firms  that  are  owned  and  operated  from 
afar,  top  management  has  little  concept  of  how 
corporate  decision-making  effects  the  local  com¬ 
munity.  Research  shows  that  firms  that  are 
managed  from  afar  are  more  likely  to  cut  back 
employment  during  low  cycles  and  recessions 
than  locally-based  companies.  They  are  also  less 
likely  to  purchase  local  services  and  products, 
such  as  legal  assistance,  financial  consulting, 
loans,  and  needed  raw  materials.83 

Some  communities  have  found  creative  ways 
of  recruiting  businesses  that  have  a  stake  in  the 
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community.  Chippewa  Falls,  Wisconsin,  popula¬ 
tion  12,000,  has  come  up  with  a  successful 
method  for  attracting  new  industry  that  will 
remain  loyal  to  the  community:  it  buys  it.  In 
1976,  the  town  created  Spectrum  Corporation,  a 
general  partnership  of  some  30  local  investors. 
These  were  not  "captains  of  industry"  looking  for 
tax  advantages,  but  local  citizens  wishing  to  in¬ 
vest  in  the  economic  growth  of  their  town. 
Spectrum  has  financed  and  operated  several 
companies  and  created  local  capital  to  support 
business  expansion  at  lower-than-conventional 
rates.  Spectrum’s  first  project  was  to  purchase 
an  Illinois  firm  employing  55  people  and  move 
its  manufacturing  plant  to  Chippewa  Falls.  In 
1982,  local  government  and  the  Spectrum  inves¬ 
tors  joined  to  fund  expansion  of  the  new  com¬ 
pany.  In  early  1986,  Spectrum  funded  a  further 
expansion  of  the  company  into  an  80,000  square 
foot  plant  which  had  been  idle  for  three  years. 
After  two  months  the  new  plant  employed  140 
people.84 

The  farm  belt  city  of  Prophetstown,  Illinois, 
has  recently  received  national  media  attention 
for  its  recruitment  efforts.  In  this  city  of  2,141, 
the  for-profit  Prophetstown  Manufacturing,  Inc., 
has  raised  money  by  selling  stock  at  ten  dollars  a 
share  to  over  400  community  members.  Invest¬ 


ments  ranged  from  $10  to  $15,000  for  the  pur¬ 
chase  of  a  small  manufacturing  concern.  PMI’s 
board  members,  most  with  businesses  of  their 
own,  insist  that  the  new  firm’s  management  must 
move  with  the  company.85 

Rifle,  Colorado,  recently  recruited  a  business 
that  will  likely  have  a  long  term  stake  in  the  com¬ 
munity.  The  Inland  Mariculture  Corporation  is, 
in  essence,  the  world’s  first  shellfish  feedlot. 
Mariculture  raises  algae-fed  oysters  in  tanks 
heated  by  Rifle’s  recently  constructed  cogenera¬ 
tion  plant.  This  electric  power  plant  produces 
power  as  well  as  waste  heat.  The  owners  moved 
to  Rifle  because  the  right  resources  were  avail¬ 
able  —  a  cogeneration  plant,  lots  of  sun  perfect 
for  growing  oysters,  available  land,  and  labor. 
The  owners,  both  from  Colorado,  have  moved  to 
Rifle.  They  have  already  begun  to  think  of  ways 
to  contribute  to  the  community.  One  of  the 
owners,  wants  to  pulverize  unused  oyster  shells 
into  a  non-corrosive  salt  for  use  on  the  county’s 
roads  during  the  winter.  Businesses  that  require 
a  community’s  unique  resources  and  involve  the 
relocation  of  top  management,  including  the 
business  owner,  will  develop  a  stake  in  the  com¬ 
munity  and  therefore  will  make  a  lasting  positive 
impact  on  the  local  economy.86 
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The  Business  Opportunities  Casebook  il¬ 
lustrates  that  there  is  no  better  place  to  initiate 
the  Economic  Renewal  Program  than  in  your 
town.  In  developing  business  opportunities,  a 
community  can  start  with  any  of  the  4  Economic 
Renewal  Principles.  However,  in  order  to  suc¬ 
cessfully  renew  your  community’s  economy,  we 
recommend  incorporating  the  following  ele¬ 
ments  into  the  development  of  any  project  that 
will  help  your  community’s  business  climate. 

1)  Business  opportunities  can  not  be 
developed  overnight.  Success  is  a  result  of  sus¬ 
tained  efforts. 

2)  Develop  business  opportunities  that  rely 
on  better  utilization  of  local  resources  and  capi¬ 
talize  on  unique  community  assets. 

3)  Concentrate  on  small  business.  They  hold 
greater  opportunities  for  economic  renewal. 

4)  Support  entrepreneurs.  They  can  create 
new  jobs  and  businesses. 


5)  Develop  a  unified  strategy.  Involve  elected 
officials,  municipal  staff,  the  banking  com¬ 
munity,  the  real  estate  community,  the  local 
newspaper,  local  businessmen,  and  citizens 
from  all  walks  of  life. 

6)  Put  your  "best  foot  forward"  -  offer  affor¬ 
dable  incentives  that  are  unique  to  your  com¬ 
munity.  Look  first  to  incentives  or  community 
attributes  that  entail  no  direct  cost. 

7)  Economic  Renewal  should  concentrate  on 
specific  people,  specific  projects,  and  specific 
places.  Economic  Renewal  can  not  happen  if 
you  talk  only  in  general  terms  about  increasing 
jobs  and  income. 

8)  Don’t  reinvent  the  wheel.  Evaluate  what 
has  worked  and  has  not  worked  in  your  com¬ 
munity  before  you  initiate  a  new  program  or 
project.  Understand  the  common  characteris¬ 
tics  of  successful  Economic  Renewal  projects 
whether  they  are  people,  processes  or  timing. 
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9)  As  the  saying  goes,  "Don’t  put  all  your 
eggs  in  one  basket."  Make  sure  you  have 
developed  alternative  strategies  to  implement 
your  Economic  Renewal  ideas. 

10)  Ensure  that  the  public  sector  takes  an  ac¬ 
tive  role  in  the  effort,  since  profit-oriented  busi¬ 
nesses  are  not  thinking  about  how  to  make  the 
best  use  of  community  resources  over  the  long 
run.  "The  profit  seeker  can  move  on  to  more  fer¬ 
tile  territory  when  the  resources  are  depleted; 

07 

the  public  sector  can  not. 

As  the  examples  in  this  text  show,  com¬ 
munities  all  across  the  country  are  improving 
their  business  and  job  climate  by  creatively  using 
local  resources.  One  common  element  of  suc¬ 
cess  among  all  the  examples  cited  is  that  each 
community  clearly  understood  the  problems  and 
needs  and  unique  assets  and  opportunities  it  pos¬ 
sessed.  To  succeed  in  developing  workable 
Economic  Renewal  projects  each  community 
must  be  able  to  articulate  what  its  unique 
hurdles  to  success  have  been  and  how  to  over¬ 
come  them.  Each  community  needs  to  decide 
whether  is  wishes  to  capitalize  on  common  at¬ 
tributes  and  compete  in  a  competitive  market 


place  or  develop  unique  community  resources 
and  find  a  market  niche. 

You  probably  noted  a  number  of  programs 
that  could  apply  to  your  community.  Any 
program  would  need  to  be  adapted,  of  course,  to 
fit  the  unique  conditions  of  your  community. 

The  wide  range  of  examples  should  illustrate, 
however,  that  a  community  can  find  reasons  for 
economic  optimism  even  without  big  bucks  or 
big  backers.  The  Economic  Renewal  Program 
means  investing  in  yourself  —  and  the  payoffs 
can  be  great. 

This  text  contains  only  a  portion  of  the 
programs  a  community  might  consider.  Many 
other  options  are  suggested  in  the  texts  for 
specific  resource  areas:  water,  waste,  food  and 
agriculture,  energy,  health,  and  housing.  One  or 
more  of  these  topics  might  be  particularly  valu¬ 
able  for  your  community  to  explore.  If  you  are 
interested  in  implementing  any  of  the  ideas 
presented  in  this  casebook,  we  encourage  you  to 
utilize  the  Business  Opportunities  workbook. 
The  worksheets  and  text  presented  in  the 
workbook  will  help  you  develop  the  best  options 
for  your  town. 
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